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2694. Bv !!Ir. Lil\TDSAY: Petition of Openers and Packers' 
Association United States Cm,"'toms Service, appraisers' stores, 
port of N~w York, 641 Washington Street, ~ew York City, 
justly pleading for a living wage, they havu~g presented a 
scale of $1,680 as a minimum to $2,040 as a maximum per y~ar. 
The men employed in · the customs service are now working 
under a scale lower than that which is paid to the men em­
ployed in the industrial and mercantile establLhments. It 
seems only fair and proper that the Government should recog­
nize the claims of men who are rendering good and faithful 
sei·,ice · to the Committee on the Civil Service. 

2695. ' By 1\lr. RAKER: Petition of McKinley Camp, No. 23, 
United Spanish War Veterans, and McKinley Auxiliary, United 
Spanish War -Veterans, Long Beach, Calif., u1·ging. passage of 
Bursum bill o\er presirlential veto; to the Comilllttee on In­
valid Pensions. 

2696. ALi;;o, petition of Emei"gency Radio Tax Committees, 
165 Broadway, New York City, protesting against 10 per cent 
tax on radios ; to the Committee on Ways and Means. 

2697. Bv l\1r. WILSON of Indiana: Petition signed by 40 
citizens o~f Newburgh, Ind., recommending that the McNary­
Haugen bill be pa sed by the Sixty-eighth Congress; to the 
Committee on Agriculture. 

SENATE 
TnunsD.n, lJ ay 8, 1924 

(L "'!ti8latfre da11 of Jlonday, May 5, 19-24) 

The Senate met at 12 o'clock meridian, on the expiration of 
the recess. 

Mr. SMOOT. l\fr. Pre ident, I suggest the absence of a 
quorum. 

The PHESIDEN.'1' pro ternpore. The Secretary \.Vi11 call 
the roll. 

Tl.le principal clerk called the roll, and the following Senators 
answered to their names: 
~dams Ferris Ladd 
.Ashurst F ess Lodge 
Ball Fletcher McKellar 
Bayard Frazier McKinley 
Ro rah George McLean 
Hrandegee Gerry Mc.Nary 
Broussard Glass Mayfield 
Bruce Gooding Moses 
l~urimm Ilale Neely 
Cameron Harreld Norbeck 
Cap1ier Harris Norris 
Caraway Harrison Odille 
Colt Heflin Overman 
C'opeland Howell Pepper 
Cummins Johnson, Calif. PJiipps 
Curtis John on, Minn. Pittman 
Dale Jones, N. Mex. Ralston 
I>ial Joues, Wa h. Hansdell 
Dill Kendrick Reed, :Mo. 
l·Jdge Keyes Reed, Pa. 
Ernst King Robinson 

Sheppard 
Shielcls 
8hipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Spencer 
Stanfield 
8tephens 
St<'rling 
Swanson 
Trammell 
Wadsworth 
'Walsh, Mass. 
Walsh, Mont. 
\Yarren 
Wat on 
Weller 
Willis 

~1r. CURTIS. I wish to announce that the junior Senator 
from Wisconsin [Mr. LEl'.-nOOT] is absent on account of illness. 
I will Jet this announcement stand for the day. 

I wa requested to aunounce that the Senator from Iowa [Mr. 
BROOKHART] and the Senator from l\Iontanu [Mr. WHEEJE.J] are 
detained at a hearing before a special inw tigating committee of 
the Senate. 

The PRESIDENT pro tempore. Eighty-three Senators have 
answered to the roll call. There is a quorum present. 

MESSAGE FROM THE HOUSE 

A message from the House of RepresentatiYes, by 1\Ir. 
Chaffee, one of its clerks, announced that the House agreed to 
the amendments of the Senate to the joint resolution (H. J. 
Res. 195) authorizing an appropriation for the participation 
of the United States in two international conferences for the 
control of the traffic in habit-forming narcotic drugs. 

The message also announced that the House had passed bills 
and a joint resolution of the following titles: 

S. 2392. An act authorizing an appropriation to indemnify 
damages ca used by the search for the body of .Admiral John 
Paul Jones; 

S. 2998. An act providing for a study regarding the equitable 
use of the waters of the Rio Grande below Fort Quitman, Tex., 
in cooperation with the United States of Mexico ; and 

S. J. Res. 104. Joint resolution requesting the President to 
invite the Interparliamentary Union to meet in Was-hington 
City in 1925, and authorizing an appropriation to defray the 
eA.-penses of the meeting. 

LXV-510 

The message further announced that the House had passed 
a joint resolution (H. J. Res. 248) to provide for the remission 
of further payments of the annual installments of the Chinese 
indemnity, in which it requested the concurrence of the Senate. 

REQUESTS FOR UNA.NIMOuS CONSENT 

l\lr. HOWELL. l\Ir. President, out of order, I ask unani­
mous con. ent to introduce a bill. 

The PRESIDENT pro tempore. Is there objection to the 
reception ·of the biJl? 

Mr. ASHURST. On that I wish to be heard. 
The PRESIDENT pro tempore. The Senator from Ne­

braska asks unanimous consent, out of order, to introduce a 
bill. Is there objection? 

Mr. ASHURST. I reserve the right to object. I wish to 
discuss a matter. 

The PRESIDENT pro tempore. The Chair is of the opinion 
that when unanimous consent is asked the matter is not 
debatable. 

l\Ir. ROBINSON. What is the request? 
The PRESIDENT pro tempore. The Senator from Nebraska 

[Mr. HowELLJ asks unanimous consent to introduce a bill at 
this time out of order. 

1\Ir. ASHURST. I respectfully appeal to the Chair for in­
formation. Does the Chair hold that when a request is made 
for unanimous consent the matter is not debatable? · 

The PRESIDENT pro tempore. That is the opinion of the 
Chair. 

Mr. ASHURST. That is to say, any request for unanimous 
consent is not debatable? 

The PRESIDENT pro tempore. That is the judgment of 
the Chair. 

i\Ir. ASHURST. I do not complain. The Chair has been 
fair and firm. I simply desire to know that hereafter in all 
cases when any request for unanimous consent is made, it is 
not debatable. That is a good rule, and if it were adhered to 
it would promote the efficiency of the Senate. The Chair has 
rendered a great service to-day in so holding, and if he will 
continue to hold that wheneYer a request is made for unani­
mous consent it is not debatable, it will be a good rule for the 
Senate. 

The PRESIDENT pro tempore. It may be remarked that it 
is the common prac.tice. 

l\lr. ROBINSON. l\fr. President, it is fair to state that under 
the practice of the Senate a request for unanimous cottsent is 
sometimes discussed by unanimous consent, and that practice, 
of course, will continue. Any Senator has it within his power, 
howe·rnr, by objecting, to end the debate or discussion. The 
ruling of the Chair is, of course, correct 

Mr. LODGE. The debate iteelf must be by unanimous 
consent. • 

Mr . .ASHURST. Of course the ruling of the Chair is cor:rect. 
I agree with the Senator from Arkansas. 

The PRESIDENT pro tempore. The Senator from Arkansas 
has correctly stated the understanding of the Chair. The ques­
tion is often discussed by unanimous consent 

l\Ir. ASHURST. But not this morning. It can W>t be dis­
cussed this morning? 

l\Ir. ROBINSON. It can, unless some Senator objects. 
The PRESIDENT pro tempore. The Chair by unanimous con­

sent has allowed colloquies to intervene upon an application for 
unanimous consent 

l\Ir. ASHURST. But the Chair will not permit such collo­
quies this morning? Is that the ruling? 

The PRESIDENT pro tempore. The Chair recognizes th~ 
Senator from· Arizona to discuss the question of the unanimous­
consent request. 

Mr. ASHURST. The Chair can not recognize me to discuss 
a particular question. I can discuss any question. 

The PRESIDENT pro tempore. The Chair does not recognize 
the Senator for any purpose except to discuss the propriety of 
the unanimous-consent request. 

Mr. ASHURST. I would not indulge in such tactics. I 
could not say frankly that I wish to discuss that question. I 
simply want to be beard upon another question. and it WOi.Ild 
be unfair to the Chair to pretend that I wish to discuss the 
request of the Senator from :Nebraska. I want to discuss an­
other subject, as we may do under our rules, but I do not wish 
to cavil with the Chair. The Chair bas been fair and, I think, 
has been correct. 

The PRESIDENT pro ternpore. Is there objection to the re­
quest of the 8enator from Nebraska? The Chair hears none, 
and the bill will be receh·ed and properly referred. 

[The bill introduced by Mr. HOWELL appears under its ap­
propriate heading.] 
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PETITIONS 

Mr. WILLIS presented resolutions adopted at the annual 
meeting held in Toledo, Ohio, by the Ohio Society, Sons of the 
American Revolution, favoring the restoration of the Regular 
Army to the minimum sh'ength recommended by the Secretary 
of War and in accord with the provisions of the national defense 
act of 1920, consisting of 13,000 officers and 150,000 enlisted 
men, and that sufficient appropriations be made to develop and 
instruct the Army and its various components, including the 
Reserve Officers' Training Corps and the Citizens' Military 
Training Corps; etc., which were referred to the Committee on 
Appropriations. 

l\lr . .XORDECK presented the petition of Zenas R. Gurley 
and 54 oilier citizens of Armour, Douglas County, S. Duk., 
praying for the pa sage of the so-called ~1cNary-Haugen ex­
port corporation bill, which was referred to tlle Committee 
on Agriculture and Forestry. 

He also presented a resolution of the Clark Commercial 
Club, of Clark, S. Dak., favoring the passage of the so-called 
McNary-Haugen export corporation bHl, which was referred 
to the Committee on Agriculture and Forestry. 

He also presented the petition of Jonas l\finot and 39 other 
citizens of Deresford, S. Dak., praying for the passage of the 
so-called McNary-Haugen export corporation bill, and also 
the leasing of the l\fuscle Shoals prope.rty to Henry Ford, 
which was referred to the Committee on Agriculture and 
Forestry. 

REPORTS OF COMMITTEES 

l\1r. ST.Al\'FIELD, from the Committee on Civil Service, 
to which was referred the bi:ll (S. 3010) to amend the clas i­
fica tion act of 1923, approved March 4. 1923, reported it 
without amendment. 

l\fr. GLASS, from the Committee on the District of Colum­
bia, to which was referred the bill (S. 2803) to regulate within 
the District of Columbia the sale of milk, cream, and certain 
milk products, and for other purposes~ reported ft without 
amendment and submitted a report (No. 508) thereon. 

BILLS r.~TB.OD"'GCED 

Bills were introduced, read the first time, and, by unani­
mous con ent, the second time, an cl referred as follows: 

By l\Ir. HOWELL: 
A bill (S. 3262) to authorize a loan of $25.000,000 to the 

GovernI11ent of Germany to be used in purchasiug in the 
United States grain and other food supplies for the relief 
of destitute women and children in Germany and for other pur­
pose ; to the Committee on Foreign Relations. 

By Mr. SWANSO~: 
A bill ( S. 3263) to pron de for the in. peetiou of the battle 

:fields in and around Frederick~burg and Spot!'ylrnp.ia CoUl't 
House, Va.; to the Committee on Military Affair . 

By Mr. BALL: 
A bill (S. 3264) for the relief of Horace G. Knowles (with­

an accompan~:ing paper); to the Committee on Claims. 
Ily l\fr. WILLIS : 
A bill (S. 3265} for the relief of Joseph l\Iaier ('nth accom­

panying paper ) ; to the Committee on Claim . 
A bill ( S. 3266) granting an increase of pension to Mar­

garet R. Sharpe (with accompanying papers) ; to the Com­
mittee- on Pensions. 

By Mr. COPELA1'"TI : 
_A bill (S. 3267) authorizing the Court of Claims of the United 

States to hear and determine the claims of persons or corpora­
tions woo reudered services or furnished supplie u...~d on cer­
tain steamship owned by the Unite<l States ; and 

A bill ( S. 3268) for the relief of owners of cargo aboard the 
steamship Boxley; to the Committee on Claims. 

By :\lr. l\fcKELL.AR (for Mr. EnwA1.ms) : 
A bill ( S. 3269) to amend an act regulating the height of 

buildings in the Di trict of Columbia, approved June 1, 1910; 
to the Committee on the District of Columbia. 

WORLD COURT OF INTEBNATIOKAL JUSTICE. (S. DOC. NO. 107) 

l\Ir. LODGE. I introduce a joint resolution for reference to 
the Committee on Foreign Relations. and I ask to ham the 
printed pamphlet printed with it and printed as a Senate 
document. 

The joint resolution ( S. J. Res. 122) requesting the President 
to propose the calling of a third Hague conference for the estab­
lishment of a World Court of International Justice was read 
twice by its title and, with the accompanying paper, referred to 
the Committee on Forei~n Relations. 

On motion of l\Ir. LODGE, the accompanying paper, entitled 
"~ plan by which the United States may cooperate mth other 
nations to achie~e and preserve the peace of the world," was 
ordered to be prmted as a document. 

AME1'l>MENT TO CffIL SERVICE RETIREMENT ACT 

Mr. BROUSSARD submitted an amendment intended to be 
r.roposed by him to ~be bill ( S. 3011) to amend the act entitled 
An. act for the retirement of employees in the classified civil 

serv1~e, and for other purposes," approved l\Iay 22, 1920, and 
ac.ts m amendment thereof, which was referred to the Com­
m1 ttee on Civil Service and ordered to be printed. 

AMENDlIENT TO RIVER A...JIID HABDOB BILL 

Mr. ~n<;msSARD .submitted an amendment providing for 
the prehmmary examination and survey of the West Fork of 
Bayou <?hene, _La., known as Bayou Crook Chene, with a view 
to. open.mg this waterway to navigation by the removal of 
drift and snags, intended to be proposed by him to the bill 
(H._ R. 8914) a.utho1·izing the construction, repair, and preser­
vat10n of certam public works on rivers and harbors and for 
other purposes, which was referred to the Committee' on Com­
merce and ordered to be printed. 

HOt;SE .JOI 'T RESOLUTION BEFEBRED 

.T~e joint resolution (H. J. Res. 248) to provide for the re­
m1~s10n ~f furt~er payments of the annual installments of the 
Clunese ~demmty was read twice by its title and referred to 
the Committee on Foreign Relations. 

MESSAGE FRO::'>[ THE HOU E 

A message ~rom the House of Representatives, by Mr. Halti­
gan, one of its clerk~, announced that the House had dis­
a~r~ to ~he amen<lm~nts of the Senate to the bill ( H. R. 
8233) ~alnng appropl'lations for the Executive Office and 
sundry mdependent executive bureaus. boards, commi. sions, 
and offices for the :fi..~al year ending June 30, 1925, and for 
o~her p~rposes, requested a conference with the Senate on the 
disagreemg yotes of the two Houses thereon, and that Mr. 
Woon of Indiana, l\fr. WAso~, and Mr. SANDLL were appointed 
managers on the part of the House at the conference. 

INDEPEJ:liDE:'iT OFFICES APPROPUL\TIO~ 

Mr. "\"\'ARRE~. I ask tbat the Chair may L1y before the 
Seuate tlle acnon of the Hou~e of RepresentatiYes on the 
amendments of the Senate to House bill 8233. 

The PRESIDL'IG OFPICER (~Ir. WILLIS in the chair) laid 
before the Senate the action of the Hou~e of r\.{'presentatives 
disagreeing .to the amendments of the Senate to the bill (H. R. 
8233) ~akmg appropriations for the Executive Office and 
sundry mdependent ex:ecutiYe bureaus, boards, commissions, 
and offices for the fiscal year ending June 30, 1925, m1d for 
other purpose , and requesting a conference with the Senate 
on the disagreeing votes of the two Hou ... es thereon. 

l\Ir. W .ARREX I move that the Senate insist upon its 
amendments, accept the invitation of the Hou.'e for a confer­
ence, and that the Presiding Officer appoint the conferees on 
the part of the Senate. 

'!'he motfon was agreed to; and the Pre ·Wing Officer a11-
pom ted ~1r. · WARBEN, Mr. JONES of Wa:shington, and l\lr. OVER­
M.AN conferees on the part of the Senate. 

RESTRICTION OF UD.CIGRATIO~ 

Mr. KING. Mr. President, I have before me a copy of this 
mo~nin?'s i~sue of th~ Washington Post, an infiu ntial paper, 
which is said to be the organ of the administration. On the 
first page appears an article written by Albert "\Y. Fox:, one of 
the ablest newspaper men of the city. The article contains an 
inaccurate statement in connection witl1 my position upon one 
of the provisions of the immigration bill, soon to be reported by 
the conference committee. Of course, :\Ir. Fox rua<le the state­
~nt inadvertently ancl without knowledge of the fatts. Svt.>ak­
mg of the report of the conferees and the provisitm appearing 
in the conference report, he says: 

The outlook for a vote favorable to the proposition is none too 
bright. Senators Kum· and HARRIS, the Democratic con.fprees for the 
Senate, sign~d the conference report in order to get the bill ont on tlle 
floor, but neither will vote for the proposition, which they opposed in 
committee-. 

Senators will perceh-e his reference to the Senator from 
Georgia [l\Ir. HARRIS] and myself. I shall not. of cour e, at­
tempt to speak for the Senator from Georgia. He is quite al>le 
to represent himself and to state his o"·n Yiews. The article 
states that the Senator from Georgia and mr elf signed the 
conference report in order that tbe bill might be brought to the 
floor of the Senate. It is true that both Senators signed the 
conference report, but the statement is not correct, o far as I 
am concerned, and I feel sure that the same can be said of the 
Senator from Georgia, that the conference report was signed 
merely for the PU11)0se of getting the bill out of conference and 
to the floor of th~ Senate. 

( 
I 
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The fact is that the conferees, after many days of earnest 

effort, came to an a~reement, and all of the conferees of the 
Senate and, as I understand, all but one of the conferees of the 
House joined in the cvnference report. That does not mean 
that all of the conferees agreed upon all of the provisions of the 
bill. The conferees are agents, and when agreement has been 
reached upon the points in contro...-ersy they join in reporting 
the measure committeed to their hands back to their respective 
bodies. -

Nor is the statement correct, "but neither will vote for the 
proposition, which tile~· opposed in committee." 

I can not speak for the Senator from Georgia, but it is not 
true that I opposed the provision dealing with reference to the 
Japanese matter in the committee, nor will I vote against it 
if it can be presented as a separate matter or proposition in 
the Senate. 

Mr. President, I supported the House conferees in their 
amendment offered to the bill, which, in substance, extends the 
provisions of the bill o far as the Japanese are concerned until 
March 1 of next year. I did so knowingly and was influenced 
very largely by my knowledge of the wishes of the President of 
the United States. I understood that the President regarded 
this amendment as important and as helpful to the administra­
tion in its dealings and relations with the Japanese Govern­
ment. I appreciate the problems which the Executive of our 
Government has to meet-problems which are made more intri­
cate because of our important international standing and our 
extensive and expanding international relations. 

I felt when President Wilson was Chief Executive that his 
political opponent sometimes sought to embarrass him in his 
dealings with foreign affairs. The President of the United 
States represents our Government and the American people in 
foreign matters. I have believed it to be the proper and the 
patriotic thing to uphold the hands of the Executive in foreign 
questions in so far as those policies were for the best interests 
of our country; and I have never believed that partisanship 
should determine tile attitude of the American people, whether 
in official position or not, where questions involving our for­
eign relations were concerned. 

Accordingly when a subject is presented by the ExecutiYe 
department dealing with the relations between our Govern­
ment and other governments I shall, in so far as I can, 
support the President, whether he be a Democrat or a Repub­
lican. Of course, I am assuming that .flis course will be for 
the public good. 

The President believed, as I understand, that the amendment 
referred to would be helpful to Wm in conducting foreign affairs. 
I was willing to accede to the wishes of the President in this 
matter, because I did not perceive any injurious consequences 
to our country or any results that would be at all harmful or 
inimical to the public weal. 

With respect to the immigration bill, permit me to say that 
when it passed the Senate it contained provisions of which I 
did not approve, and on the final roll call I voted against it 
The bill as it comes from the conference committee contains 
provisions that do not meet my approval. On the question of 
adopting the conference report I may feel constrained to vote 
against the bill. If I do, however, it will not be because of 
the provision tendered by the House conferees and embodied 
in the bill as reported from the conference committee. Not­
withstanding the Senate bill contained provisions of which I 
did not approve in conference, I contended for the Senate bill 
attempting to discharge as best I could the duty resting upo~ 
me as one of the conferees selected by the Senate. 

Mr. NORRIS. Ur. President--
The PRESIDENT pro tempore. Does the Senator from Utah 

yield to the Senator from Nebraska? 
Mr. KING. I yield. 
l\Ir. NORRIS. I wish to ask the Senator from Utah about 

another provision of the bill which we supposed was going to 
be cured in conference, if it needed curing. That provision 
was the one in reference to the seamen's act. 

Mr. KING. Mr. President, if the Senator will pardon me, I 
will not trespass this morning on the time of the Senate. I 
should be glad to discuss that matter, and doubtless when the 
report comes before us the matter to which he has referred 
will receive consideration. I will say, however, that the con­
ferees did not accept the amendment which I offered in the 
Senate dealing with seamen. The House provision with slight 
modifications was retained in the bill. 

Mr. NORRIS. Would the Senator care to answer a ques­
tion as to whether or not, in bis judgment, as the bill now 
stands, the proYi. ion to which I have referred is workable; 
or whether, in effect, it repeals portions of the seamen's act1 

l\lr. KING. l\Ir. President, there was some te ttmony before 
the committee that supports the view that the House provi­
sions of the bill are workable. There will, however, in my 
opinion, be many difficulties encountered and obstacles to its 
enforcement. I fear, however, that there will be evasions of 
the law and that there will come to our shores a considerable 
number of persons not eligible for citizenship and in contra­
vention of the immigration laws. 

It is contended by ome that the House provisions referred 
to impinge upon the seamen's act. I have not been able to 
percei'rn how these provisions will repeal the seamen's act or 
any of its provisions. I regret that the amendment which I 
offered in the Senate was not accepted by the conferees, and 
that the conferees reported the provisions of the House bill 
dealing with seamen instead of the measure which I offered in 
the Senate dealing with this important matter. Of course, the 
Senate having rejected my amendment and the House having 
pa..,sed a bill containing provisions dealing with the subject 
generally the House conferees insisted upon the Hou e provi­
sions and tlle majority of the conferees accepted tho e provi­
sions with some slight modifications. 

l\1r. HARRISON. 1\lr. President, may I ask the Senator a 
que tion before he takes his seat? 

l\1r. KING. I yield. 
l\lr. HARRISON. Will the Senator tell us about when the 

conference ·report will be ubmitted to the Senate? 
Mr. KING. I presume under orderly procedure-and I am 

speaking rather without definite information-the report will 
first be presented to the other House, and considered there. 

l\1r. REED of Pennsylvania. If the Senator from Uta.h will 
permit me, I can answer that interrogatory. 

The conference report will be pre ented to the other House 
to-day. It was not possible to complete it and complete the 
statement which, under the rules of the House, is required 
in time for pre entation to that body last night It will be 
presented there to-day, and, under the rules of the House, it 
will have to lie over for a day. It will be acted on in the 
House to-morrow at the earliest, and should reach us and will, 
I hope, reach us on Saturday. 

Mr. HARRISON. So that the conference report will be 
printed in the RECORD of to-day's proceedings? 

Mr. REED of Pennsylvania. It will be printed in the 
RF£ORD of to-day's proceedings. 

Mr. ROBINSON. Then, it is not expected that the confer­
ence report on the immigration bill will be taken up by the 
Senate prior to Saturday? 

Mr. REED of Pennsylvania. It can not, in any event, be 
here before Saturday. 

Mr. ASHURST. Mr. President--
The PRESIDENT pro tempore. The Senator from Arizona. 
Mr. KING. Will the Senator from Arizona permit me to 

retain the floor for a moment, to yield to the Senator from 
Tennessee [Mr. McKEr.L..ut], who desires to ask me a question? 

Mr. ASHURST. Certainly. 
Mr. McKELLAR. l\fr. President, I wish to ask a question. 

Does the report of the conference committee contain a pro­
vision holding the gentlemen's agreement between Japan and 
America? 

l\!r. KING. Exclusion provisions were contained in both 
the House and Senate bills, and it seems quite clear that if the 
provisions of either bill were enacted into law, it would ipso 
facto terminate the so-called "gentlemen's agreement" The 
Senator will recall that the House exclusion provisions did 
not go into effect until July 1 of this year, and tlle gentlemen's 
agreement would doubtless be operative, unless abrogated by 
the Executive, until that date. However, the amendment 
tendered by the House conferees, to ·which I have referred, 
extends the time until March 1 before the exclusion pro­
visions go into effect. 

Mr. REED of Pennsylvania. Mr. President, will the Senator 
yield to me? 

Mr. KI~G. I yield. 
Mr. REED of Pennsylvania. We have had a sufficient num­

ber of copies of the conference bill printed to be available 
for every Senator, and I will see that they are distributed 
within the next hour, so that all Senators may have an op­
portunity to read the bill itself and see what has been done. 

But, to answer the Senator's question immediately, I will 
say, as the Senator from Utah has just stated, that the time 
for the exclusion clause to go into effect is fixed as the 1st of 
1\Iarch next, and the President is requested to commence nego­
tiations with the Japanese Government at once with a view to 
the immediate abrogation of the existing arrangement regard­
ing immigration. Instead of ratifying any such gentlemen's 
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agreement, it Teqnests the President to terminate whatever 
agreement there may be. 

Uay I say further that under the quota provisions of the bill, 
wh"ch will be in effect until March 1, the maximum number 
()f Japanese that can be admitted from July 1 to March 1 is 67. 

~ir. DILI,. Mr. President, do I understand that as the bill 
hm1 been agreed to in conference it permits a quota basis for 
tl1e Japanese? 

~Jr. REED of Pennsylvania. Yes; until l\Iarch 1, 1925. 
:\Ir. DILL. .Although the Senate definitely voted down the 

ideu of a quota basis? 
l\Ir. McKIDLLAR. And the House took similar action. 
• fr. DILL. Both Houses definitely voted against the quota 

basis, and yet the conference report provides for a quota. 
l\Ir. ROBINSON. Mr. Pre ident, will the Senator yield to 

me? 
Ur. REED of Pennsylvania. I yield. 
The PRESIDENT pro tempore. Does the Senator from 

'Ctah yield the floor? 
Mr. KING. I su1Tender the floor. 
The PRESIDE~""T pro tempore. The Ohair recognizes the 

Sena tor from Arizona. 
1\fr. ASHURST. I yield to the Senator from Arkansas. 
l\fr. ROBINSON. I thank the Senator from Arizona. 
l\lr. Pres1dent, by the t•ourtesy of the Senator from Penn­

sylrnnia the Senate is made familiar with the substance of the 
provision which has been incorporated by the conferees in the 
immigration bill. It wauld appear to be legislation by the con­
ferees ; but, pas~ing over that question, it would seem to con­
stitute a recognition of the immigration question as a proper 
su!Jject for international negotiations; it would seem to be an 
abnndonment of the position the Government of the United 
States heretofore has maintained that the question as to who 
shall be admitted into the United States is purely a domestic 
que~tion. 

I recall that the leader of the majority, the Senator from 
Massachusetts [~fr. LODGE], when the attention of the Senate 
wa called to a communication from the Japanese ambassador 
r cently, took the position that there could be no compromise 
upon that subject; that the United States has always main­
tained the position, which bas been universally accepted by 
other nations, that questions pertaining to immigration are 
purely domestic questions whieh this Government can not 
afford to submit to negotiation. This provision would appear 
to ·repudiate that position· 2-nd recognize tlle question of imm1-
.gra tion as one appropriate for adjustment through treaty 
arrangemerrt. It had just as well be widerstood now that the 
propo ed amendment to the immigration bill, incorporated at 
the instance of the President, is one of very fa.r-reaching inl­
portance. If we recognize the Tight of J.apan to stipulate the 
conditions -upon which Japanese can come into the United 
States we will be confronted immediately with the demand 
from other nations which have equal rights to the same recog­
nition. Do Senators expect that Italy will continue to recog­
nize immigration as .purely a domestic question if we concede 
to Japan that it is a propeT subject for international nego­
tiation. 

There is no desire, and there should be no desire, on the 
part of anyone to pursue a course which will work embarrass­
ment to the Executive or occasion resentment on the J>art of 
any nation ; but this is a question of overshadowing impor­
tance. Once you recognize the right of any rforeign gor-ern­
ment or people to insist upon participating in determining the 
term and conditions upon which the-ir nationals may be admit­
ted to the United States you abandon the position that immi­
gration is a domestic question and you recognize that it'is an 
international issue. 

l\Ir. REED of Pennsylvania. Mr. President, will the Sena­
tor yield for a question? 

lfr. IlOBINSO:N. I yield with pleasure to the Senator from 
Pennsylvania. 

l\Ir. REED of Pennsylvania. The conferees recognized the 
soundne s of the principle which tlle Senator has just stated 
with his u. ual ability. We declined to put in a provision 
leaving this to Japan. If we had doue ·o, I ~ree that the 
strictures would har-e been justified. What we have done has 
been to declare it a domestic question and to instruct the 
Prc.~ident, as far as it lay in our power to instruct him, to 
terminate the existing arrangement. 

l\lr. ROBINSON. Yes; you desire to terminate the gentle­
men's agreement, but you asked tlle President to negotiate 
a treaty respecting tile subject; and a recognition of the ques­
tion of immigration as a proper subject for negotiation be­
tween nations, a recognition of the right of Japan to insist 

upon a treaty arrangement, is an abandonment of the doctrine 
that it is purely a domestic question. 

Mr. REED of Pennsylvania. No, Mr. President; I think the 
Senator bas in miJ>.d the provisions that were read into the 
RECORD by the Senator from Tennessee a day or two ago. Those, 
provisions the conferees turned dff\vn, because we would not 
authorize a treaty -0n the subject of immigration. 

Mr.. ROBINSON. I have in mind the statement that I 
understood the Senator from Pennsylvania to make. 

Mr. REED of Pennsylvania. Will the Senator permit me to 
put this in the RECORD, then, so that we may know exactly 
what it is? 

Mr. ROBINSON. Yes; I yield for that purpose . 
Mr. REED of Pennsylvania. I will not interrupt the Senator 

again. 
Mr. ROBINSON. I do not object at all to being interrupted. 
Mr. REED of Pennsylvania. The proviso is, following the 

exclusion clause : 

Provicfo<L, Tbat this subdivision shall not take effect a.s to ex­
clusion until March 1, 1925, before which time the President is re­
quested to negotiate with the Japanese Government in relation to the 
abrogation of the present arrangement on this subject. 

Whether he does or does not, however, exclusion takes effect 
March 1, 1925. 

Mr. BORAH. Mr. President, may I ask the Senator a ques­
tion? 

1\lr. ROBINSON. I yield to the Senator from Idaho. 
The PRESIDENT pro tempore. Does the Senator from 

Ariwna yield to the Senator from Idaho? 
Mr. ASHURST. I yield, 1\1r. President 
1\Ir. ROBINSON. I thank the Senator. 
:Ur. BORAH. But, fundamentally, do we not by the pro­

cedure which 've have adopted recognize that a foreign govern­
ment has a right to be heard when we come to legislate on the 
question of immigration? That is the fundamental question. 

l\1r. ROBINSON. Why, Mr. President, that is exactly what 
I am maintaining. 

Mr. JOHNSON of California. Mr. President--
Mr. ROBINSON. Just a moment This provision recognizes 

the -question of immigration as appropriate for international 
negotiations. It is not so important what may come out of this 
particular case. 

The important poirit that I am making is that we have 
always insisted that it is a matter of domestic concern, about 
which we have the right to legislate without regard to the 
views of other nations ; and now we are surrendering that 
principle. The purpo e of it, as everyone knows, is to give the 
President a chance to negotiate a tr-eaty with Japan regulating 
the immigration of Japanese into the United States. 

Mr. BORAH and l\Ir. LODGE rose. 
The PRESIDENT pro tempore. Does the Senator from Ari­

zona yield to the Senator from Idaho or to the Senator from 
Massachusetts? 

Mr. ASHURST.. I yield, Mr. President 
l\Ir. ROBINSOX Just let me conclude in a moment. The 

principle involr-ed is in no sense different because of the lan­
guage employed. It is just as distinctly an a.bandomµent of 
the doctrine that the immigration question must be maintained 
as a purely domestic i sue as if we had incorporated in the 
provision a treaty arrangement with .Japan. 

Mr. BORAH. l\Ir. President, so far as I am interested in 
this question I should not wan.t it to turn upon the question 
that 67 Japanese, more or less, may come into the country be­
tween now and the 1st of March. That is not a serious propo­
sition at all, to my mind ; but there are two propositions in­
volved in it which, it seems to me, are very serious. The first 
is the one to which the Senator has referred-that we do by 
this procedure recognize the right of a foreign government to 
be heard when we propose to exclude certain people from our 
shore . Secondly, as I understand, now, for the first time, the 
conferees admit the quota principle with reference to Japan. 

l\1r. ROBINSON. Why, they go further than that. They 
recognize the gentlemen's agreement as a treaty obligation, 
and they refuse to recognize the right or the power of the Con­
gress to legislate upon the subject until t11e so-called gentle­
men's agreement has been abrogated or rescinded by a con­
tract between this Government and Japan which they petition 
the President to negotiate. If that principle is to be adopted, 
it constitutes a distinct recognition of the force of the gentle­
men's agreement as superior to the right of Congress to legis­
late upon the subject. 

l\Ir. JOHNSON of California. Mr. President-.-

/' 

' 
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Mr. ROBINSON. The Senator from California wanted: to Both Houses of Congress passed by an almost unanimous 

ask me a question. I yield to him. vote, and: this body passed it after llie subject had been made 
Mr. JOHNSON of California. I want to recall to the- Sena.tor by Japan a direct issue~ an exclusio-n provision affecting Japan. 

the sequence chronologically of what has happened, and then This provision, adopted tn the conference, is that exclusion 
he will see that what he has stated is entirely accurate, and shall not take effect-
that there is another principle involved in this a.s well until March 1, 1925, before which time the President is requested 

The conferees of the House and the Senate met and agreed. to negotiate with the Japanese Government in relation to the abroga­
They agreed upon exclusion, and accepted the date that waa · 
fixed in the House bill They published it yesterday morning tion of the present arrang!ment on this subject. 
to the world. They were to meet at 3 o'clock in the after- Mr. President, some Senators have recently ex.pressed in 
noon, and then merely consummate what they had agreed upon. this Chamber severe criticism of the policy of requesting the 
In the interim the President requested that the date be ex:- President to take action within spheres ex.elusively within 
tended, and that the proviso be inserted; and after the agree- his jurisdiction. I can recall when some Senators who favor 
ment among the conferees, before the signature, they accepted this provision thought it was belittling to the dignity of the 
the suggestion of the President; and at 3 o'clock,. when. they Senate, and a gross violation of propriety, for the Senate to 
met for the purpose of consummating their agreement, they suggest to the President a course exclusively within his sphere; 
wrote into the bill a new provision. yet there is no Senator so ignorant as to think that the nego-

I think I am accurate in stating that; am I not, sir? tiation of a treaty is not exclusively an Executive function. 
Mr. IlEED of Pennsyl'rnnia. That is accurate. The Senate does not negotiate treaties. It has a function to 
Mr. JOIL~SON of California. Now,. there are two ques- perform, as everyone knows, in connection with treaties, 

tions presented here, as I would call to the attention of the but no duty relating to negotiating treaties. Here, how-ever, 
Senator from Arkansas: First, the great, fundamental ques- we are asking the President to negotiate a treaty before ex­
tion that we recognize the right of Japan to negotiate by treaty clusion shall take effect 
with the United States of America in regard to immigration, 1\1r. REED oi Missouri Mr. President--
a right that we recognize in no other coup try on the face of The PRESIDEL~T pro tempore. Does the Senator yield? 
the earth; secondly, the right of the Congress of the United Mr. ROBIJ.~SON. I yi-eld to the Senator. 
States to determine a question within its jurisdicti-On, and the l\lr. REED of Miss.ouri. Will my friend permit me to cor-
right of conferees to determine it when at variance with the rect him? 
way that Congress has determined that particular question. Mr. ROBINSON. Certainly. 

One thing more: I did not intend to discuss this question Mr. REED of llissourL He seldom makes mistakes, but 
until the conference report came before the Senate, and I shall here the President, through his servants, agents, and I will 
not discuss it in detail now; but do not be misled by the state- not say employees-his friends-i.s asking the Senate to ~ 
ment that is made, with the best of intentions, of course, by him to take this step. 
the Senator from Pennsylvania that this thing affects 103 or Mr. ROBINSON. And the Senators who expressed recently 
147 or 180 Japanese, as the case. may be. I quite- agree with such serious objection to interfering with the Executive pre­
the Senator from Idaho [Mr. BoRAH] that that is immaterial rogative are glad to comply with the President's request. In 
in the principle that is involved; but the fact that what this other words, they are willing to trespass upon the jurisdiction 
amendment means is stated authoritatively by :\Ir. V. S. Mc- of the President whenever it suits them to do so, but they 
Clatchy in this morning's publications. Ur. McClatchy rep1·e- regard it as a crime when they oppose the policy in the 
sents every element in the State of California that is engaged particular instance presented. 
in endeavoring to promote Japanese exclusion. Among others, But that is not of controlling impg.rtance. Tbe important 
he represents here to-day officially the · American Legion, the thing is that this legislation recognizes the subject of immi­
State Federation of Labor, the State Grange, the Native Sons

1 
gration as proper to be· determined by treaty. You have asked 

and tile various leagues that have been formed in California the President to negotiate a treaty with Japan abrogating the 
upon exclusion. gentlemen's agireement. Suppose Japan refusE!s to enter into 

l\Ir. McClatchy says that the object of this amendment is to such a treaty~ or suppose the President changes his policy and 
increase the number of Japanese in California by 240,000 rather refuses to act upon your suggesti-On? Three or four days agl'> 
than 137, and if the number became material I could recall to he announced that he was for absolute ex:clu.si.an, and that 
you, from the statement made by Mr. McClatchy, that 2,000 opinion prevailed until the California primary had happened, 
Japanese are to-day in Japan seeking kankodan b~ides, as they and instantly after the California. primary we find him forcing 
are termed ; that they are there under the protection and with the into the Senate-for that is what happened-a provision post­
permission of the Japanese Government; and that between now polling exclusi-0n until March 1, 19.2.5, and requesting him t0> 
and next March there will be 40,000 Japanese bachelors now negotiate a treaty with Japan respecting Japanese imm.igra­
resident in the State of California doing exactly the S!lllle thing. lion hi.to the United. States. 
Under the statistics it has been demonstrated that each one of lf you recognize that principle as applicable to Japan, you 
these families raises 5 children, and lli. McClatchy reaches , can not, without offense, cooten.d for a contrat·y principle 
the figure that he suggests of 240,000 in that fashion. , with €>ther nations interested in their nationals coming to fue. 

So, first, you have presented the basic principle that you are United States, and there is no reason why you should do it. 
going to deal with Japan in a fashion that you deal with no If you are going to negotiate immigration treaties with Japan, 
other country on the face of the earth. Secondly, you are pre- you ought to negotiate them with nations whose nationals are 
sented with the idea that you are taking a date that is at of the white race. T.I'J.ere is no reason in morals or in justice 
variance with the time that was fixed by the Senate and the why Japan should receive preferential treatment. 
time that was fixed by the House; and ;rour conferees, upon You may say that it is not a very important matter to make 
the command of the executive part of the Government, a.re immigration an internathmal issue~ but how jealous some of 
legislating both for the House and for the Senate upon this. you have been on this subject! I remember with what unanim­
subject. Thirdly, at the instance of Japan you are fixing a ity and•wrath a few days ago, led by the Senator from Ma.ssa­
date in the future that means an increase of Japanese in the chusetts, Senators on the other side of the Chamber refused ro 
State of California not of 137, but possibly of a couple of tolera.te for a moment a s~gestion that Japan shoulcf be con­
bundred thousand, under the faets as stated by l\Ir. McClatchy. sulted in connection with this subject, and now they come 

Mr. REED of Pennsylvania. Mr. President, may I simply with a proposal to recognize the right of Japan to participate 
add one sentence to that? in determining who shall be admitted to the United States. 

The PRESIDE:NT pro tempore. Does the Senator from Ari- If we adopt that, you abandon the position that immigration is 
zooa yield, and to whom? a domestic question. 

Mr. ASHURST. I yield further. Mr. HARRU:. Will the Senator from arizona yield? 
. Mr. REED of ~ennsylvania. The census of 1920 shows that Mr. ASHURST. Of course, I feel I should, but I have kept 
m the whole Umted States there ·are only 111,000 Japanese. the floor for 40 minutes and have not said a word. 
Senators can estimate for themselves the likelihood of this l\Ir. HARRIS. I would like to make a statement as to my 
prophesy coming true, even if there were no quota agreement attitude on this question. 

M~. ROBINS~N. ~- ~resident, I shall conclude my sug- l\Ir. ASHURST. I will yield to the Senator in a moment. 
gest1ons upon this subJect m a moment. Let me at least see how my voice sounds on this question. I 

I do not intend at this time to enter into a discussion as to do not feel that I have displayed any impatience in yielding. 
the probable extent or effect of Japanese immigration. I am In fact, I think what has been said. by other Senators was 
speaking.now of the principle involved in this legislation, which probably better said than I would have said it, but that does 
appears to me to be of very far-reaching importance. not relieve me from the nrge I feel to talk at this time. 
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l\Ir. WDGE. Ur. Pre"'ident--
The PRESIDENT pro tempore. Does the Senator from 

Arizona yield to the Senator from Massachusetts? 
1\lr. ASHURST. I yield to the Senator from Massachusetts 

for a short ..., tatement, although I declined to yield to the ~en­
ator from Georgia. 

i\lr. LODGE. If the Senator declined to yield to the Senator 
from Georgia, I will wait. 

Mr. ASIIT"IlST. I yielu to the Semrtor from Massachusetts 
nt this juncture. 

l\Ir. LODGE. l\Ir. Pre illent. I think I ought to say a word 
about this matter. I li:n-e taken very strong ground always 
in regard to tlle que tion of immigration. It is a subject on 
which I ham worked ever since I began my career in the 
House of Repre. entatives, ancl I have always believed that 
the question of who . hould be admitted to the United States 
was a matter to be determined by the Congress of the United 
States. It i:-: only fair to ay that that has not been the uni­
form practic<' of ti.le United States. 

W.e have treaties W"ith f"bina. as W"ell as laws stretching back 
to 1 62 and running clown to 190~. which include exclusion 
laW"s, and we also haye treaties on immigration. I c1o not say 
that becam~e I believe in that policy, because I do not; I be­
lie\e it wa. a mistaken policy to make treaties on that subject; 
but they were made. So far as I am concerned, I declared my 
views on it the other day. to which the Senator from .Arkansas 
has referred. I felt very strongly about it, and declared my 
views very strongly at the time of the discussion of the League 
of ~ations as one of the subjects of all others on which no 
foreign poW"er could have anything to say. 

I n-ns on the conference which put in the gentlemen's agree­
men . which wt'nt into a bill. It was the action of the two 
Hon " I think it was probably new legislation; but at all 
<'\ent ~ it went through, and it went through as part of tile 
ronfer0uce re11ort on an immigration hill. It conferred certain 
i10\1Prs upon the Pre.J<lent and that wa~ all. It wa · a pUl'ely 
1Pgis;11tivc act. It ha no treaty claim whn.te-ver: there was 
1·nthiw .. neutral about it. It is something that could be aool­
hh•:l ;t any moment by the power that made it. We macle it, 
aml \\C can abolish it at any moment. 

Umler those circumF:tances it would be sim11le hypocrisy for 
rnP to try to argue in fayor of settling this question with the 
.Japanese or any other nation on the face of the earth except 
by law. I do not mean tllnt we can not by a treaty arrange 
in reo·ard to the admission of representatives like ambassadors 
or mfnisters, or as to clergymen or teachers being admitted, 
or certain members of any special classes which would, without 
such exceptions come perhaps in violation of the contract 
labor laws. Th;t ha: been done b~· treaty, and I suppo~e will 
be done again but I am ·peaking of the general proposition 
as to who . hall have the power to declare who shall come into 
the United States to l>ecome a citizen of the United States. In 
my judgment, only the Congress of t~e "Gnited Stat~s, and, of 
<!ourse, acting with Congres , the President of the Urnted State. 
has that power-that i , the entire legislative body of the 
United States must say to the rest of the world, "We alone 
have the power to say who shall come into the United States 
as immigrants.'' 

I repeat ·what I said the other day, from that decision so 
made there is no appeal. I have the utmost respect and ad­
miration for the Pre~ident. I believe in him thoroughly, but I 
venture to think that this brief amendment goe further than 
was perhaps realized by the conference committee. 

Mr. ASHURST. .1\Ir. President, the remark of the senior 
Senator from Arkansas [1\Ir. ROBINSON] was appropriate when 
he said that no one here should desire on this important rnb­
ject to speak merely to embarrass the Executive. In the short 
time I may occupy the floor I shall say nothing that will em­
barrass the Executive. Indeed, it would be a wanton act on 
the l)art of a enator who would now attempt to emba1rass 
the Executive, becau~ e the Executive has already been rnffi­
ciently embarrassed on this question by his own Secretary of 
State. It is not the Senate nor the House of Representatives 
that bas embarras .. ed the Executive; it is his own Cabinet 
minister who, according to the press, petulantly threatens to 
resign his po1·tfolio if he is not allowed to have his own way 
in the matter of inducing our conferees to inject into a con­
ference report "matter" which both Houses of Congress have 
rejected. 

After thi. ' dubiou performance let there be no more lamen­
tation here or el ewbei·e about the alleged Executive inter­
ference of former Pre idents in legislative affairs. Had the 
jnterference of the Ex:ecutirn on this subject occurred prior to 
fo c:; t 'l'uesd:w. that interference would have been at 1east 
<:o ~:rng-eous. ·Thi~ Exccuth-e interference, coming as it did after 

last Tuesday, marked it as the interferene of a man more 
cautious than courageous. 

The report of the conferees is baleful for two reasons: li'irst. 
because the conferees have inserted into their report " matter" 
which distinctly and emphatically had been rejected by both 
Hou es of Congress, and secondly, the matter they inserted 
wa · inserted at the instance and request of the executiYe 
branch of the Government and it was in regard to a matter 
and subject upon which foreign nations have no right to com­
plain or interfere. It was and is purely, simply, and .,olely a 
domestic question, and has ever been treated as a dome. tic 
question. 

Happily, however, we are not without recourse. Under the 
second paragraph of Rule XXVII, called the Curtis rule, it is 
provided that whenever conferees shall insert into their revort 
mutter not committed to them by either House, or matter re­
jected by both Houses, a point of order will lie, and that the 
whole report must go back to conference. 

According to press reports the junior Senator from Cali­
fornia [Mr. SHORTRIDGE], or his colleague, the senior Rena tor 
[:Mr. JOHNSON], will make the point of order, and thu.· these 
Senate conferees who have offended this Senate rule will h 
sent back to perform their duties properly. 

I have been a conferee myself in times gone by, and I apprf'­
ciate the ever-present anxiety of conferees to reach an agree­
ment. Yet on this particular conduet of Senate conferees, 
if I were disposed to be critical, I could ·ay mueh again t thf' 
impropriety of their inserting into a conference report matter 
so directly, so plainly, and so overwhelmingly rejected by !10th 
Houses. 

Moreover, I could animadvert to the vice of conferee viel<l­
ing to the threats of a Secretary of Rtatc; l>ut. as Jin ·been 
said, that would be--

l\1r. REEP of PennF;ylvania. Will the Senator exphlin what 
he mean~ by the "threats'' of the ~ecretary of State? I liaw 
not heard any threats from any Secretary of State ou this. 

Mr. ASHURST. The Senator signed thi · conference report. 
Did the Secretary of State request llim to do so? 

l\1r. REED of Penns~-lrnnia. The Secretary of ::)tate did 110t. 
He has not communicated with me. 

l\fr. ASHURST. Did any member of the executive arm of 
the Government make it manifest to the Senator that tlle 
Executive wanted him to sign this report or to iucludc thereill 
the provisions so offensive to the Senate? 

Mr. REED of Pennsylvania. :nlr. President-­
Mr. ASHURST. I will withd1·aw my question. 
l\Ir. REBD of Pennsylvania. I am perfectly willing to an· 

swer it. The Pre··ideut of the United States Rl'ketl the Ht)U. • 
conferee to offer this pro\iso. They did off er it, and after di,...;. 
cu. sion we accepted it. 

Mr. ASHURST. It would be offensirn if I were to try tP 
catechize the conferees as to what moved tbem. The re.:nltfl 
speak for themseh-es, and it is against the re ·ult· that I direct 
my remarks. 

The figures supplied by the s~nior Senator from California 
[:M1· JoHN:ox], so far a. · I am aware, are correct. nut eYell 
if the figures he supplied be incorrect, e,·en if it be a:cer· 
tained that only 240 in. tead of 240,000 Japane~e 'Youlcl hf> 
admitted, under thi · conference report the "Vice of our SenatE· 
conferees would be just as offensive, heeau e it break down 
a principle to which we have ever adhered an<l which W(' 
have ne,er surrendered; that is to say, the matter of deter­
mining who mar and who may not he .admitted into the 
United States as an immigrant is simply, .·olely, and only a 
domestic question to be reserved for the legislath·0 hrnnch. 
and there is no exception to this rule of go,~ernment. 

Now, as the Senator from .Arkansas . aitl, we provo e to 
select a yellow rare, an oriental power. and to , ingle it out 
for special fayors anc1 privileges, as separate ancl a11art from 
the treatment we accord to the white race,_ . We require, 
and justly require, England, from which L'lnd we have largely 
drawn our language and our custom ·, to submit to our laws 
on this ubjed. Germany, France, Spain, Italy, and other 
foreign power~ arc required to , ubmit, and properly ·uhmit, 
to our law::; and ju<lgment. on this subject bec·ause it is an 
internal question, a domestic question. Uut l>y rea ·on of :ome 
mental strabh:mms on the part of the Secretar~' of State which 
I am unable to comprehend we find inserted here a preference 
right, not to one of the branches of the white race but prefer­
ence to a yellow race. 

I am of opinion that in some parts of our country people 
do not realize the harm that \\ill ineYitably flow from an 
oriental inrnsion, although it be clone by peaceful penetra­
tion. The orientals worship their gods, drrelop their cul­
ture, and it suits them. Against their manner" of life, their 
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habits and customs, I haye no unkind word. It would not be 
proper for me to stand in this forum and criticize or object 
to what they do at home, within their own walls. I will go 
no further. I will say only that we are different. We can 
not adopt their culture; they do not want ours; and when 
we begin to say that we ·will treat the matter of the admis­
sion of orientals or the nationals of any other nation as an 
international or a foreign question, instead of a domestic 
question, we tread upon dangerous ground. 

If the Senate conferees who have yielded upon this question 
and who thus have either willfully defied the Senate or have 
been ignorant as to the Senate's views would for a short time 
live upon the long line which we call the Mexican border, 
stretching from the Pacific Ocean down to the mouth of the 
Rio Grande, they would perceive the danger of peaceful pene­
tration which Japan practices upon the United States. 

It has been a part of the policy of certain Japanese for years 
to penetrate the United States across that border. Here is a 
dispatch signed by Duke N. Parry, of the International Service, 
i-eading as follows : 
llllUGRATIO:.'l' BAN STIBB .JAPAN-INCREASED EXODUS TO SOIJTH AMERICA 

IS PLA!\KED AS cou:NTER MOVE 

TOKYO, April 24.-Completely recovered from the serious illness 
which a few weeks ago caused reports -0f his death, Prince Matsukata, 
aged genro, arranged to-day to motor to Tokyo to discuss with the prince 
regent and Prince Saionji the immigration crisis. 

The eta class meeting at Kyoto to-day planned a three-day protest 
against the Japanese exclusion measure, which will be nation-wide. 
~pe:ikers accused the Government o! "weak diplomacy " in its pra­
te ts to the United States, until more than a thousand Jap:inese. grad­
u.ates of 21 American colleges, to-day sent protests to Secretru'Y Hughes 
and their alma. maters. 

'fhe Japanese Nationalists are apparently behind the agitation mani­
fested daily in minor outbreaks. They ~resent a distinct group and 
include many members in the army and among the older statesmen. 

Here is what they say: 

We propose to increase our immigration to South America and 
Mexico, its leaders ueclare, thus peacefully pe.netr~ting the territory 
over which the Monroe doctrine had applied hitherto. We do not 
accept the Monroe doctrine, and we claim the Japanese could have 
managed the .American Continent as well as the Caucasians had the 
Japanese awakened sooner as a member of the family of nations. 

Its influence was evidenced to-day in the Overseas Immigration 
8-0dety voting to increase immigration to South America. 

So I ha-1e no doubt that at the appropriate time a point of 
order will be made against the conference report, because the 
conferees have in~ertetl into their report matter distinctly 
rejected by both Houses of Congress with an emphasis and a 
tmanimity rarely observed. on a controverted question in either 
House. 

The able junior Senator from Utah [Mr. l.\TI:a] made a clear, 
fair explanation of his Yiews. I can only remark that he is' 
at least consistent. He believes the Japanese should be per­
mitteu to enter the United States. He has been honest and 
frank about it, but I would have had a more generous feeling 
toward the Senator this morning if when he went into the 
conference he would have discarded his own views and would 
have acted as the faithful agent of the Senate on this subject 
rather than putting his own views into the conference report. 
Conferees are not at liberty to inject their own views into a 
conference i·eport. They must act upon such 'matter" as is 
committed to them. 

~Ir. HARRIS. Mr. President, I · have taken more interest 
in the immigration question than in any other que tion since 
I have been a l\lember of the Senate. My views as expressed 
in my votes and speeches in the committee aml in the Senate 
have been more extreme in demanding re.strictive immigration 
than those of any other Senn.tor. Those views I have also 
expressed in bills which I have introduced. I introduced five 
years ago a bill to prevent all immigration for fiye years. I 
ha\e introduced similar bills twice since that time. During 
the present session of Congress I introduced such an amend­
ment to this bill and voted for it and urged it as strongly as 
I could. 

The Senator from Utah [Mr. KING] bas statefl his position 
and I shall not criticize that. I will only state my position 
in the committee, on the floor of the Senate, and in confereJa.ce 
has been entirely different from him on this question. I have 
opposeu immigration of all kinds at least for tlre years. To 
!!!how how extreme I was, I will say that in conference I was 
the only one who yoted on extreme measures trying to prevent 
all immigration at that time. I shall not state how other 
members of the conference voted on any question. 

} 

The matter relating to change of Japanese exclusion clause 
came up from the President, who was very much interested in 
the question. There has been no partisanship in the confer­
ence. We have worked as hard as we could and have avoided 
anything like partisanship. I have never seen members work 
harder or more unselfishly for what was best for our country. 
The President insisted on the provision which Senator Mc.KEL­
LAR placed in the RECORD yesterday being incorporated in the 
conference report. I opposed it as strongly as I could and the 
Senator from Pennsylvania, when the conferees' report comes 
before the Senate, will state that I opposed the President's 
views every time the Japanese exclusion question came up, but 
have not done so in a partisan way so as to try to embarrass 
the President. I am as strongly in favor of Japanese exclu­
sion as any Member of the Senate, and ha~e ernry time so 
voted consistently. I was not present yesterday when the con­
ferees voted on the final adoption of the report because I was 
attending a meeting of the Appropriations Committee as one of 
the members of the subcommittee having in charge the Agricul­
tural Department appropriation bill. But the Senator from 
Pennsylvania and every one of the conferees knew that I op­
posed this part of the report. 

When the matter first came up in conference I stated frankly 
that I thought the President was making a great mistake; 
that I did not wish to embarrass him, but that the Senate 
would never, in my opinion, vote in favor of anything of the 
kind suggested by the President in regard to changing tl1e Sen­
ate and House prmisions relative to Japanese exclusion. 

I told the conferees that I did not believe half a dozen )!em­
bers would be in favor of the change and that I did not be­
lieve it would do any good to make the attempt. I thought 
it would strain our relati<>ns with Japan to have heated dis­
cussion of tlle question on the floor of the Senate and in the 
House, and I belieYed that it was a great mii:,take and strongly 
urged this "\iew on the conferees . 

At my suggestion the conferees polled the Senate and the 
House on the question. I insisted that if we would poll the 
two ooilies, the President would find there was no sentiment 
for the provision, but that they would nearly all be against 
it. It was at my suggestion the poll was made and the Presi­
dent was notified of the result. The Senator from Tennessee 
[1\lr. McKELLAR] at my suggestion polled the Democratic Sena­
tors as far as he could, I believe 18 in number. E'rery one of 
them he found opposed to the measure, just as I am. I will 
not state what the other members of tl1e committee reported 
to the conference. That is their responsibility and not mine. I 
am only relating the things which were done partly on my sug­
gestion. I was with the Appropriations Committee and not 
present when the conference rePQrt was signed by all the 
others. Senator REED, the chairman, brought it to me. I op­
posed vigorously the particula1: provision under discussion as 
well as some of the other provisions of the act, yet I was so 
strongly in favor of immigration legislation, I think it is the 
most important legislation that has come before the Congress 
in years, that I did not wish to run any risk of having the Presi­
dent yeto the bill. He was insisting that the Senate and the 
House 'should ,vote on this Japanese provision. I thought by 
getting tile bill to the floor of th~ Senate and the House, the 
Senate would without doubt vote down the Japanese provision. 
I believe it is subject to a point of order, and leading parlimen­
tarians take this view. I do not believe the conferees had any 
right to change 'vhat the House and Senate had already voted 
in regard td the Japanese question. I had opposed it strongly 
ever;9" time the matter came up, and when I signed the report 
I wrote on it as follows, " I do not agree to the insertion of 
the proviso at the end of subdivision (c) of section 13." Tllis 
section contains the proviso regarding the Japane. e which the 
President insisted should be rnted upon. I do not want the 
PreRident to rnto tl1e bill, and I was afraid he might if we were 
not given a chance to vote directly on the question, and thereby 
destroy any hope of this legislation this session. 

I want immigration legislation. I believe it more important 
than anything before the Congress. Congress will be in session 
only a few days more, and if the President were to veto the 
bill at this time I aru afraid we would not get the legislation 
through this session. For that reason I did not want to take 
any chances on it. I wanted to get a full vote on it in the 
Senate. I am convinced the proposition suggested by the Presi· 
dent would be voted down by both Houses, and when this was 
done we would pass the measure, then we would have an immi­
gration bill satisfactory to both Houses and to the country 
and which the President would not have the same reason for 
vetoing. For that reason I signed the conference report with 
a dissenting report relative to the Japanese proviso in the bill 
which the President recommended and the conferees inserted 
over my protest. The Senator from Pennsylvania [Mr. REED], 
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the chairman of the conferees, l\Ir. JOHNSON, the chairman of 
the House committee, and each member of the conferees h~ve 
worked unceasingly for days and weeks at their work, which 
I feel sure will be adopted by the Congress, with the exception 
of the Japanese proviso, and I believe this measure will do 
more for the future of our counh·y than any other legislation 
passed since I have been a Member of this body. 

Mr. REED of Pennsylvania. Mr. President, I hope that the 
discussion of this matter may be delayed until it is properly 
releYant to the business before the Senate. The conference re­
port will be here on Saturday, I tl~ink, ~ the_ other Hou~e 
appro-\eS it, and it seems to me that discuss10n might well wait 
until that time. 

Mr. HARRIS. I had not intended to discuss the matter. · 
Mr. REED of Pennsylvania. I did not mean to criticize the 

Senator. 
Mr. HARRIS. I understand that, but while the Senator from 

Pennsylvania is on the floor, and as he was going to make a 
i:;tatement as to my position, just as I have stated it here when 
be presented the conference report, I hope. he will now make. a 
short statement as to my views, and settmg forth that I did 
oppo~e this provision. 

l\1r. REED of Pennsylvania. Mr. President, I wish to say, 
so fur as that goes, that the Senator from Georgia ha~ stated 
with complete exactness the attitude that he obsened before 
the committee. I wish to emphasize, l\Ir. President, that 
throuO'hout the conference there has not been the slightest tinge 
of pa~tisansbip observable within the conference committee-­
not a particle. Every member of that committee has treated 
this as a question that was above partis3;llsh~p, because it rel~tes 
to the future of the United States, and it will affect the Umted 
States and mold the United States long after all the parties 
that we know anything about shall have passed and gone. It 
is the most important legislation, I am sure, as the Sena.tor 
from Georgia bas said, before this Congress, and the most im­
portant that has been here for many years. 

I wish to say that both the Senator from Georgia [l\Ir. ~-
. m J and the Senator from Utah [l\Ir. KING] have stood faith­
fulJv in the attitude of not desiring to embarrass the President 
in ~ny way. They took the po ition that he was their Presi­
deut; regardless of any party difference, and t_hat _in any dea~ing 
with foreign countries there were no parties m the Umted 
States, and that he spoke for all, and those Senators preserved 
that position with consistency throughout 

:Xow, just a word in reply to w~at ~1e Senator from Arizona 
[i\lr. ASHURST] has said about this bemg a m:itt~r for the ex­
clusive action of Congress. I agree that this is a domestic 
question which Congress alone has power t~ decide, and from 
its decision there is no appeal. I agree with that; but, l\Ir. 
President back in 1907 the "gentlemen's agreement" was 
made · it' was recognized by Co~gr·ess, for in the immigration 
law of tba"t year the conferees put in a proviso which recog­
nized the " O'entlemen's agreement." A point of order was 
made against"'it here, but it was held to be in order because the 
conferees were dealing with a bill that had been amenued by a 
complete substitute and the conferees themselrns wrote a com­
plete substitute bill. 

The then Vice President held that it was in ·order for the 
conferees to put in a proviso relating to the "gentlemen's 
agreement," although neither House had done so on the orig­
inal passage of the legislation. Then the measure went to. the 
House of Repre8entatives; the same point of orde_r wa.s ra~sed 
there, and Speaker Cannon, one of the ablest parliamentar~ans 
who has presided ornr the House for many years, sustarned 
the action of the conferees and oYerruled the point of order. 
So in both Houses the exact action of the conferees in this 
case has been sustained on a point of order made to an 
immigration bill with a proviso relating to th·e "gentlemen's 
agreement." Therefore, it is not in any sense an open and 
shut question on the point of order. 

Mr. NEELY. lli. President, will the Senator from Penn­
sylvania yield to me? 

Ur. REED of Pennsylvania. I yield. 
Mr. NEELY. The Senator, of course, realizes that in 1907 

the so-called Curtis rule had not been adopted by the Senate, 
does he not? 

l\Ir. REED of Pennsylvania. I quite realize that, but I 
clo not think the Curtis rule changes the situation at all where 
the amendment o:t:. the Senate is a complete substitute for 
the whole House bill, nntl the action of the conferees is a 
complete redrafting of the entire legislation. That, however, 
will have to be decided later. 

Just a further word as to tlle suggestion that the " gentle­
men's agreement" mu.t not be recognized by Congress. What 
we propose to do in this case is to establish a rule of law 

that will terminate the "gentlemen's agreement." We request 
the President to do so in the meanwhile, pleasantly if he can; 
but whether he does or does not, the decision of Congress 
takes effect and the " gentlemen's agreement " dies on March 
1 next. 

Mr. SHORTRIDGE. Mr. President, will the Senator · from 
Pennsylvania yield merely for a question? 

Mr. REED of Pennsylvania. I yield. 
l\Ir. SHORTRIDGE. I understand it is the desire of the 

Senator, as expressed, that time be given to negotiate for the 
abrogation of this alleged existing agreement? 

l\lr. REED of Pennsylvania. Precisely. 
Mr. SHORTRIDGE. Will there not be ample time between 

now and July 1? Why continue it for six months? 
Mr. REED of Pennsylvania. The President seemed to think 

that he needed more time. His attitude bas been plainly ex­
pressed repeatedly, and there is nothing in the proviso incon­
sistent with it. The President favors the exclusion clause 
which Congress has adopted; he favors exclusion; but lte 
wants time to accomplish, by pleasant diplomatic means, the 
sending of that message to our friends across tlrn Pacific. 

In 1907, as I have said, we recognized the "gentlemen's 
agreement." This Congress, which has suddenly become hyper­
sensitive on the subject of its powers, recognized the " gen­
tlemen's agreement," ·in the Dillingham immigration bill of 
that year. We again recognized it in the quota law of 1921, 
where we excepted from the quota law, and took the entire 
restriction off all nations with which we had agreements re­
lating solely to immigration. We recognized it then because that 
agreement was in force. It was also recognized on the floors 
of both Houses of Congress that the exception was put in for 
the particular benefit of Japan. So it ill behoo\es us now to 
get excited because Congress recognizes the existence of the 
"gentlemen's agreement" in directing that it be terminated. 
The Roosevelt adminish·ation, the Taft administration--

Mr. JOHNSON of California. Mr. President, will the Sen­
ator yield? 

Mr. REED of Pennsylvania. I will yield at the end of the 
sentence-the Wilson administration for two terms, and the 
administration of President Harding all recognized that 11 gen­
tlemen's ag1·eement," and nobody thought that the honor and 
the dignity of the Congress or of the United States were im· 
paired. . Now I yield to the Senator. 

Mr. JOHNSON of California. But in the recent immigr·ation 
bill the Congress terminated that agreement, did it not? 

Mr. REED of Pennsylvania. In the recent immigration bill 
Congress adopted a definite exclusion clause, yes. 

Mr. JOHNSON of California. And we definitely voted u11on 
the " gentlemen's agreement," did we not? 

l\Ir. REED of Pennsylrnnia. We definitely voted to leave out 
of the bill the provisions of the bill of 1921. 

Mr. JOHNSON of California. Exactly. 
~fr. REED of Pennsylnnia. And they have not been re­

stored. 
Mr. JOHNSON of California. No; but recognition is con­

tained in the proviso. 
Mr. REED of Pennsylvania. Recognition that such an agree­

ment has existed is contained in the proviso. 
Mr. JOHNSON of California. And the proviso reads that 

the President shall negotiate " in relation to the abrogation." 
Will the Senator tell me what is meant by "in relation to the 
abrogation "? 

:Mr. REED of Pennsylvania. I presume that means that 
the Presi<1ent shall negotiate about the abrogation of the agree­
ment. 

Mr. JOHNSON of California. Does it mean that the Pre ·i-
dent shall negotiate to abrogate it? 

Mr. REED of Pennsylvania. I think it does. 
l\Ir. JOHNSON of California. Why does it not say so? 
1\Ir. REED of Pennsylvania. I did not write it. If I had 

been writing it I would ham said so. 
Mr. JOHNSON of California. I think if the Senator had 

been writing it he would have written it \ery differently if 
he had meant to abrogate the agreement. But the other 
amendment that was suggested by the President was of a dif­
ferent sort, was it not? 

Mr. REED of Pennsylvania. That was of a different sort, 
and the conferees turned it down. 

l\Ir. JOH..~SO~ of California. And they turned it down defi­
nitely and conclusively and finally, did they not? 

Mr. REED of Pennsylvania. Yes. 
Mr. JOH.!\SON of California. So then, subsequently, the 

other proyision was pre ented ; but the first amendment that 
was presented did not in reality exclude ; while agreeing to 

• 
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~xclusion, it left it to an uncertain and indefinite future, did 
it not? 

l\fr. REED of Pennsylvania. Precisely, and that is one 
reason why we turned it down. 

Mr. JOHL~SON of California. The President presented the 
first one, did he not? 

l\Ir. REED of Pennsylvania. He did. 
Mr. JOHNSON of California. So that, if he were in favor 

of exclusion, he presented an amendment that denied it. 
Mr. REED of Pennsylvania. No; not at all. 
l\Ir. JOHNSON of California. It was an amendment that 

left it, as the Senator just stated, to an uncertain and indefi­
nite future. 

l\Ir. REED of Pennsylvania. The President has been in 
favor of exclusion all the time, but he wanted to accomplish it 
by gentler methods than those that Congress had employed. 

l\Ir. JOHNSON of California. But the Senator just stated to 
me that the amendment the President first presented left it to 
an indefinite and uncertain future. 

l\Ir. REED of Pennsylvania. It did ; but the President aid 
also, in connection with that, that he meant to negotiate a 
treaty of exclusion. 

l\lr. JOHNSON of California. But the proviso would have 
left exclusion uncertain. 

l\1r. REED of Pennsylvania. Yes; und that is why we re­
jected it The provision adopted does not leave it uncertain. 

Mr. JOHNSON of California. Then the Senator and the 
committee rejected it because they did not think that it gave 
us exclusion. · 

l\lr. REED of Pennsylvania. I wanted to have exclusion be­
yond a shadow of a doubt. 

Mr. JOHNSON of California. Correct; and because the Sen­
ator wanted exclusion he rejected the first amendlll('nt pre­
sented. 

l\Ir. REED of Pennsylvania. Precisely. 
l\Ir. JOHNSON of California. Yes, sir. 
Mr. REED of Pennsylvania. There never was any que. tion 

of the President's intention to negotiate a treaty of exclusion ; 
that was plain. 

l\Ir. JOHNSON of California. Well, the amendment speaks 
for itself in that regard, of course. 

l\lr. REED of Pennsylvania. Of course it does. The origi­
nal proposition gave him full authority to negotiate a treaty 
for exclusion. 

Mr. JOHNSON of California. But it postponed exclusion 
until 1926 and made it contingent in reality upon the execu­
tion of a treaty. 

l\Ir. REED of Pennsylvania. It postponed exclusion until 
1926 and provided that if a treaty were negotiated in the 
meantime the treaty should control. 

1\lr. JOHNSON of California. And its terms provided for re­
stricted immigration, did they not? 

Mr. REED of Pennsylrnnia. For a restriction of immigra­
tion-that was the language used. 

Mr .. JOHNSON of California. It did not provide for exclu­
sion but for restricted immigration. 

l\Ir. REED of Pennsylvania. But the President's intention 
was perfectly plain. He meant to negotiate a treaty like the 
Chinese treaty. 

l\lr. JOHNSON of California. I am not questioning the in­
tention in the slightest degree; I am speaking of the words 
that were used in the amendment that was first presented. 

l\1r. REED of PennsylYania. Precisely, and the conferees 
did not feel sufficiently assured. We realized that the Presi­
dent was mortal; that the intentions of the next President 
miO'ht be different from those of the present President, and 
tb:t treaties can he modified by future treaties, and we wanted 
to make it certain that exclusion should go into effect and 
should be conclusive. 

Mr. STERLING. l\Ir. President--
Mr. REED of Pennsylvania. I yield to the Senator from 

South Dakota. . 
Mr. STERLING. May I ask the Senator whether or not 

under the first proposition there would have been absolute 
exclusion after March, 1926, whether any treaty had been made 
or not? 

Mr. REED of Pennsylvania. Absolutely. 
Mr. JOHNSON of California. Pardon me, but I did not hear 

the suggestion of the Senator from South Dakota . . 
Mr. STERLING. The suggestion was that under the first 

proposition submitted by the President, whether any treaty had 
been negotiated with Japan or not, there would have been abso­
lute exclusion after the 1st of March, 1926. 

Mr. JOHNSON of California. Provided a treaty were not 
concluded for restricted immigration before that time. That is 
exactly the language. 

Mr. REED of Pennsylvania. That is correct. If there had 
been n. treaty for restriction or exclusion made before that time, 
and if it had been confirmed by the Senate, that would control. 

l\1r. PITTMA...~. l\Ir. President--
Mr. REED of Pennsylvania. Will not the Senator let me 

finish? I do not wish to make this debate too long. 
hlr. PITT.:\fAN. I am not going to make a speech; I merely 

wish to say that it is perfectly evident from that provi ion that 
it was desired to secure time in order to conclude a treaty of 
restriction rather than of exclusion. 

l\fr. REED of Pennsylvania. The Senator has been misled 
by the fact that the provision about which the senior Senator 
from California asked me was a provision which the conferees 
declined to embody in the bill. 

Mr. PITTl\I.AN. That is true. 
1\1r. REED of Penns:rlrnniu. That never went in the bill. 

The provision ·which has been embodied in the bill contemplates 
nothing but exclu$iOn ; there can be nothing else under it. 

l\1r. PITT).[A ... •. I wa calling attention to the intention of 
the pre.:ent Pre ident. The Senator from Pennsylvania was 
unea. T about the intention or desires of some future President, 
and i' say that the proposal which he handed to the conference 
committee indicates that ini'tead of being for exclusion he is 
for restriction. 

l\lr. REED of Penns~·lrnnia. It may indicate that to the 
Senator but it did uot inuicate it to me. 

N"ow, finally, Mr.- President. about the motives of the Presi­
dent in asking for this modification. It is a matter of lively 
concern to all tlle Christian people of the United States, I 
think that Christianity should be spread in foreign landR 
which at present embrace other religions. We have hundreds 
of missionaries scattered all over Japan. They have done a 
fine work in the la t half century; but the people who are 
backing them up. the good Christian people of this country 
who ~·end them out and 8upport them there, are all of them con­
cerned at the roughshod way in which Congress has established 
its decision here. I take my share of blame for that, because 
it was I who offered the exclusion section after the receipt of 
the Hanihara letter, and I thought we owed it to the dignity 
of the United States to offer that exclusion section, and I voted 
for it, and I would do so again; but Rh1ce that has happened 
full apoiog~· has been made for the unfortunate expressions in 
the Hanihara letter. It is perfectly obvious that exclusion. can 
be accomplished pleasantly as well as u·npleasantly. It is 
perfectly obvious that exclusion is going to be accomplished 
in one way or the other; but the President ls anxious, I know, 
from what he has saitl to u .. to do it in such a way as sha.ll not 
make the task oJ those missionaries in Japan any harder, n.s 
shall not create unnecessary friction for them, and shall not 
make our foreign relations any more difficult. I believe that 
it is incumbent on us here to follow the position so splendidly 
taken bv the Senator from Utah and starnl br this President, 
because.he is our Pre •i<lent. whether we are Democrats or Re­
publicans or hybrids. 

l\Jr. SHORTRIDGE obtained the floor. 
l\Jr. KING. Mr. President, will the Senator yield to me to 

make just one statement? · 
l\lr. SHORTRIDGE. I yield. 
l\lr. KING. The Senator from Arizona, of cour e inaclver­

tently stated my position with respect to exclusion. I have 
never' stated that I was not for exclusion, and in attributing 
to me that position he is in error. I did take the position that 
the "gentlemen's agreement" having been negotiated, having 
been accepted even by Congress itself, the President of the 
United States ought to have opportunity to abrogate the 
same and, by diplom.ncy, to take such steps as might be deemed 
necessary and proper for the purpose of removing that as an 
impediment to the enforcement of the will of Congress. I 
believe that Congress bas the absolute right, because it is a 
dome. tic question. to deal 'vith immigration, and I assent to all 
that has been said by Senators in regard to that matter; but 
I did not want the statement of the Senator from Arizona to 
go into the RECORD uncha!lenged that I was in favor of Japa-
nese immigration, because I am not. . 

l\Ir. BURSUM. :Mr. President, will the Senator from Cali­
fornia yield to me for just a moment? 

The ·PRESIDENT pro ternpore. Does the Senator from 
California yield to the Sena tor from New. Mexico? 

Mr. SHORTRIDGE. I yield. 

INCREASE OF PENSIOXS~VETO :MESSAGE 

l\Ir. BURSUM. Mr. President, I am anxious to bring up 
Senate bill 5 for a vote; and I should like to ask the chair­
man of the Finance Committee if it would be agreeable to him 
to lay aside the tax bill to.morrow at 12 o'clock? 
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Mr. SMOOT. Yes, Mr. President; at that time I shall ask 
unanimous consent to lay aside the unfinished buslness, if it is 
not passed before the close of the sessi-0n to-day, for the con­
sideration of the veto message of the J?resident on Senate 
biil 5. 

Mr. KING. Mr. President, I m11 say to my colleague that 
some Members of the Senate, at least one, are more anxious 
to secure a reduction of taxation than an imposition of addi­
tional tax burdens upon the people; -and when to-morrow 
comes, if the chairman of the committee asks unanimous con­
sent to lay aside a measure that ought to relieve the people of 
hundreds of millions of dollars annually and to take up a 
measure that will impose from fifty-five to seventy-five millions 
of dollars of additional taxes upon the people, there may be 
some objection. 

Mr. BURSIDI. Mr. President, then I give notice that I 
shall mo-ve for the consideration of Senate bill 5 to-morrow 
at 12 o'"clock. 

1\Ir. DIAL. Mr. President, I should like to say to my friends 
the Senator from Utah [Mr. KING] and the chairman of the 
committee that if they lay aside the tax bill it may be a long 
time before it is passed. I think we ought to go on and attend 
to the business before the Senate now. We ought to pass this 
tax-reduction bill. There are many other bills that ought 
to be taken up. I do not care to object, but if the bill is laid 
aside I shall endeavor to bring up some matters that may take 
two or three <lays. 

l\Ir. NEELY. Mr. President, I rise to a parliamentary in­
quiry. 

The PRESIDE.i~T pro ternpore. The Senator will state the 
inquiry. 

Mr. :NEELY. The inquiry is this: Inasmuch as a recon­
si.deration of Senate bill 5 and the President's veto of that bill 
is a highly privileged matter, has not the Senator from New 
Mexieo an undoubted right to bring it before the Senate with­
out anybody's consent except that of the Presiding Officer~ 
Does it not take precedence over the unfinished business of the 
Senate, which is the revenue bill? · 

The PRESIDENT pro tempore. The motion to proceed to 
the .reconsideration of that bill is a privileged motion, but it 
will require a majority of the Senators present to carry the 
motion. 

PENSIONS TO SPANISH-AMERICAN WAR 'VE'IERA.NS 

Mr. DIAL. Mr. President, as the Senator from New 1\Iex­
ico [Mr. Bmsmr] gave notice that he expects at an early 
date to take up the question of the Presiuent's veto of Senate 
bill 5, I desire to state that a day Ol" two since I introduced 
Senate bill 3200, to allow increase of pensions to disabled 
Spanish-American War veterans. It provides for the same 
amount as is provided in the bill which the Presdent vetoed. 
I trust that this bill will receive attention at the hands ot 
the proper committee at an early date, and that we can 
pass it. 

These classes of soldiers were discriminated against, and 
I think this will remedy the defects of that bill I am very 
much in hopes that the Senate will ·pass it. 

BESTRICTION OF nIMIGllTION 

Mr. SHORTRIDGE. Mr. President, I do not rise for the 
purpose of discussing to any extent the question which will 
come .Properly before the Senate perhaps to-morrow, or upon 
a later day. That qu~stion, however, rises far above the 
fate of men or the fate of political parties. 

I have heretofore expressed my views upon the broad ques­
tion of immigration. I ha-re heard nothing to justify or 
induce me to change the views I have entertained und ex­
pressed. If, which I shall regret, if, which I shall -deplore, 
the conferees shall report .as perhaps we a.re justified in 
anticipating, I shall ra..ise.e. point of order to such report, and 
I shall then undertake to justify such point of order under 
the rules of the Senate and under accepted parliamentary 
p1'inciples ; but over· and beyond what might be called or 
what some might consider a technical objection I shall, with 
the indulgence of the Senate, -express myself upon the merits 
imolrnu in this legislation. 

F-0r the moment and now I content myself with saying that 
immigration, or the control over the subject matter of immi­
gration, is what bas been appropriately characterized and 
clescribed as a domestic question. If it be a domestic ques­
tion, even as the matter of tariff, even as the matter of rev­
enue, or any other matter is a domestic question, then the 
next proposition must be true, constitutionally, legally speak· 
ing. It must be true that this domestic question is under 

the jurisdiction -0f, within the constitutional power and con­
trol of, the legislative branch of our Government. 

Even the dullest mind, the most perverse or egotistic mind, 
if such mind could lay aside its vanity and its pride, would 
admit ·that the legislative branch of our Government, repre­
sented by the House of Representatives, the Senate of the 
United States, and the P1·esident by virtue of his veto power 
has jurisdiction over the subject matter of immigration. ' 

The House of Representatives as of now is made up of 435 
Representatives, coming from as many separate districts within 
the 48 States of the Union. It is peculiarly proper that ::;nch 
a body should haTe a voice in determining a domestic ques­
tion, one which affects the men, the women, the children of 
the United States. 

Inasmuch as i_t is a domestic -question, inasmuch as that 
qomestic question is under the jurisdiction of the legislative 
branch of our Government, it follows that control of such ques­
tion is not within the treaty-making power of the Government 
under the Constitution. The treaty-ma.king power, made up of 
the President and the Senate, is not all comprehensive. There 
are limitations to that power; and where a power under the 
Constitution is lodged in the legislative branch of the Gov­
ernment, from the very nature of the case it exists there and 
not elsewhere. · 

There is, I know, in the Constitution what Henry Clay was 
so eloquent in pointing out-the regal power, the power of veto. 
When it is exercised properly in a legislative matter no one 
complains; but when the regal power, as represented in the 
treaty-making power, rs considered, it will be found that that 
power can not invade the legislative department. 

Therefore, I have for many years thought and contended 
that a matter of immigration is domestic, and exclustrely 
within the province of the legislative branch of our Govern­
ment; and I have so thought and contended quite regardless 
of persons, quite regardless of political parties ; for, if I may 
say so, I endeavor to. project my mind far into the future, and 
to think of this Republic when rou and I and all who are 
now here shall have iong passed away. 
· I nernr shall consent to place this great question of immi­
gration within the treaty-making power. Reference was made 
here to an early Chinese treaty. If it will not trespass too 
much upon the attention of the Senate, when this matter comes 
regularly before us I propose to say a few words with regard to 
one who, if the Nation understood him, should be odious for­
ever ; and I am referring now-and Sena tors can look up the 
history-to a man who was a renegade, abandoning the service 
of his own country to enter into the service of China. I 
refer to Anson Burlingame, to whom we are indebted for the 
treaty of 1868. That was the beginning, a departure which 
the men of that day did not fully grasp, or the consequences 
of which they did not fully realize. It was that old and in­
famous treaty, negotiated by a renegade, entered into through 
weakness, -0r forgetfulness, or haste by our -0wn country, which 
carried the idea that the treaty-making P-Ower could control the 
questi<>n of immigration as bearing upon the affairs of the 
United States. I merely allude to that treaty of 1868 with 
China; I may hereafter enlarge upon it. 

I rose, as I said, not to discuss the merits of this matter, 
but to notify all, present or elsewhere, that I shall regret, I 
shall deplore, the necessity of raising a point of order, which I 
assume now will be sustained, and in the course of that discus­
sion I shall express myself upon the merits of the confere-es' 
report and up-on the right, the power, and the duty of the legis­
lative branch of the Government to determine and declare the 
policy of the Nation in respect of immigration. 

I indulge myself, however, in this hope: The conferees hav-e 
not reported. Their functions have not been fully performed. 
They can reassemble. They can meet again, even as they have 
met. As I understand it, the report has not passed from them. 
There is yet time for them to reconsider and send a report to 
the House and t-0 the Senate in conformity with the rules of 
the separate bodies and in conformity with the expressetl, de­
liberate judgment of the two Houses of Congress. 

I undertake now to say that the action taken by the Ho11 se 
of Representatives and the action taken by the Senate <>f tlie 
Unied States was not unmannerly, was not rude. was not im­
polite, was not justly offensive. It was not the act of in­
temperate men; it was n-0t the precipitate action 'Of inconsiderate 
men highly wrought. It was the mature, deliber-ate judgment 
of the two great branches representing the people of this great 
Republic, anti no one in any quarter, in official or in private 
life, at home or abroad, is justified in imputing to the Hou~ of 
Representatives or to the Senate ~my other motive or fill.V other 
purpose than to serrn the people of the United States of 
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A.merica. Xo nation on tbi earth is justified in thinking that 
our motirn or our purpose was otherwise. 

To conclude: What wa · so strongly said and pertinently said 
by the Senator from Arkansas is true. If we concede, if we ad­
mit, that the subject of immigration is one coming preperly 
within the treaty-making power; if we are cajoled or fright­
ened into conferring or negotiating with one foreign country in 
res11ect of immigration '""e will be called upon to negotiate with 
other nations in respect of the sam·e subject. I never can make 
any such admission or concession, Mr. President We mu. t 
stand firmly-North and South, East and West-against any such 
propo ition. I trust tllat the conferees will reconsider and 
send a report here which we can properly and gladly and pah·i­
otically appro,e, and that exclusion may become a fact, a legal 
fact, all to the end that there may be rest in the minds of the 
American people, and that there may be no future misunder­
standing as between us and any other nation. 

TOLL OF DEATH TAXES ON LABOE ESTATES 

11r. WALSH of 1\Iassachusetts. ~1r. President, I wish to 
call attention to a matter which was under discussion last 
night, simply for the purpose of having the article which I 
hold in my hand inserted into the RECORD. Last night we 
were discu sing the extent to which taxes which are levied. 
by the se,eral States and by the NatioJ:!al Government caused 
shrinkage of large estates, and I made the a ·sertion that an 
examination of the figures did not show that the shrinkage 
was . ·o large as alleged. I have in my hand an article pub­
lished in September, 1923, in a publication known as Trust 
Companies. It was prepared and published for the purpose 
of demonstrating the advisability of rich taxpayers creating 
life-insurance trusts and 'oluntary or living h·usts for the 
purpose of escaping the shrinkage in estates by the expenses 
and taxes imposed upon transmission of property at death. 
The title of the article is " Toll of death taxes on large es­
tate ." It is sought by the writer to show that very grave 
and great shrinkage is caused by the various taxes levied 
upon estates. One paragraph of the article reads as 
follows: 

The table published herewith was prepared by Dan Nelson, of 
Minneapolis, and represents an exhaustive search of the records of 
probate courts during the past year in all the large cities east of 
Kan-.:as City and north of Louisville. It comprehends examination of 
ovPr ~.ooo estates. The net estate, after deducting debts, is used as 
the basis for computing depreciation due to Federal estate tax, State 
inheritance taxes, transfer and other taxes, as well as administration 
co~t8. which have been vastly increased because of the chaotic condi­
tion of the tax laws of the various States and the burdens of collection. 

This compiler has selected about 17 of the largest estates. 
The table sets forth the net estate, the administration tax, as it 
i.., called, which is, of course, the expense of administratiou, 
the Federal estate tax, the State inheritance tax, and other 
taxes, which include transfer taxes; then the total amount of 
the shrinkage; and finally the percentage of the shrinkage in 
each estate. 

From this examination it appears that the largest shrinkage 
wag 40.3 per cent, and was upon the estate of Theodore P. 
Shonts; the second was 34.7 per cent, upon the estate of Wil­
liam L. Harkness; the third was 29.9 per cent, upon the 
estate of Frederick G. Bourne. The figures show that in 12 
of the estates the shrinkage was less than 20 per cent. 

I cite these figures, not thaf I think the rate of taxes upon 
inheritance should be increased, but to challenge the argument 
that i so commonly made that we have gone so far into the 

field of levying taxes upon estat~ and inheritanee~ that we 
ha'e approached the point of confiscating l11'0perty \Yhich is 
transmitted by death. Of conr. e the table would be more 
illuminating in showing the per cent of shrinkage of estate 
caused by death taxes-so-callecl-if the administration tax 
and other expense were not included, becau e this would have 
to be paid by estate regardless of State and National taxes. 
llr. President, I ask that this article, which is brief and short, 
may be printed in the RECORD. 

The PRESIDIKG OFFICER (l\Ir. OVERMAN in the chair). 
Without objection, it is so ordered. 

The article is as follows : 
"l'RL'ST CO:MPA~IES 

TOLL OF DEATil O:Y LARGE P.ST_\TES 

It is clearly the duty of trust companies. as fiduciaries, to awaken 
the man of moderate means as well as the rich man to the heavy 
toll which death taxes, including Federal and State inheritance, es­
tate, and transfer taxes, will levy upon bis estate unless legitimate 
methods of con ervation are employed. The table published here­
with, showing the shrinkage in some of the large t .American fortunes 
which have passed through probate courts within the past few years, 
owing to death taxes and costs of adminstration, provides an illu­
minating argument as to the advantages to men of large fortunes of 
creating living trusts and life insurance trusts. But the obligation 
upon trust companies, as conservators of estates, of calling attention to 
such precautions, is far more urgent in connection with e tates left 
by men of small or moderate means who can ill afford such heavy 
depreciation. 

The table publi heu herewith was prepared by Dan Nelson, of Min­
nea1><>Iis, and represents an exhaustive search of the records of pro­
bate courts during the past year in all the larger cities east of Kan­
sas City and north of Louisville. It comprehends examination of 
over 2,000 estates. The net estate, after deducting debts, is used 
as the basis for computing depreciation due to Federal estate tax, 
State inheritance taxes, tran fer and other taxc , as well as admin­
istration costs, which barn been vastly increased because of the chaotic 
condition of the tax laws of the various States and the burdens of 
collection. 

According to the table the largest shrinkage shown is that of the 
Theodore P. Shonts estate, amounting to 40.3 per cent of the net 
estate. The estate of William L. Harkness, of New York, shows a 
shrinkage of 34.7 per cent; the Frederick G. Bourne estate, 20.9 per 
cent; the George W. Perkins estate, 27.7 p('r cent; and the George 
von L. Meyer estate, 22.4 pei· cent. 

While the tr·ibute upon large estates in behalf of Federal and State 
tax-levying authorities is a sufficiently serious matter to demand cor­
rective legislation, the loss to beneficiaries is not to be compared to 
the injurious effect upon business and industry. Such taxes call 
for enforced liquidation of investments and securities at sacrifice 
prices. General welfare of the country is penalized to provide Fed­
eral and State ta:x jurisdictions with overflowing coffers as induce­
ment to extravagance in public finances. Equally serious i the ad­
verse influence of high surtaxes and inheritance taxes in diverting 
capital from useful investments into tax-exempt securities which the 
Federal Government is grinding out in huge volume and thereby de­
feating its own measures. 

Trust companies and- life insurance companies have a mutual in­
terest in urging the creation as well as the preservation of estates, 
large and small, through the medium of life insurance trusts and of 
voluntary or living trusts. The man who by thrift and industry has 
husbanded his thousands instead of millions is entitled to the redre s 
which such trust instruments afford. Men of large fortunes need 
such insurance or safeguards if for no other reason than to avoid 
drastic liquidation of investments to provide ready ca~h to pay con­
fiscatory death taxes. 

Table showing shrinkage of large mates due to death taus 

Name and residence Net estate Administra- Federal estate State inherit- Other taxes Shrinkage Per cent tion tax ance tax 

Bourne, Frederick G., Suffolk County, N. y ___________________ $42, 828, 685. 64 $438, 928. 08 $9, 596, 364. 94 $1, 578, 336. 36 $1, 228, 979. 35 $12, 842, 608. 73 29. 9 
Burnham, William, Philadelphia, Pa .. ------------------------ 1, 366, 051. 50 49, 651. 65 IZ3,419.67 26, '}J.)7.16 14, 685. 68 213, 964.16 15. 6 Caldwell, James E., Philadelphia, Pa __________________________ 739, 261. 86 27, 534. 02 21,880. 60 12, 793. 52 72. 051.15 134, 259. 29 18.1 
Cochrane, Alexander, Suffolk County, Mass.------------------ 3, 101, 319. 67 42,235.19 307, 128.19 61, 525. 08 21,430. 05 432, 318. 51 13. 9 Coolidge, T. Jefferson, Essex County, Mass ____________________ 6, 295, 143. 97 48,076. 35 854,488. 04 108, 167.11 136, 194. 48 1, 146, 925. 98 18. 2 
Crimmins, John D., New York County, -. Y _________________ 4, i67, 223. 71 110, 7.W. 96 610,403. 97 12'2,456. 42 42, 563.15 8i6, 164. 50 18. 1 
Dickey, Charles D., New York County, N. y _________________ 2, 759, 088. 65 80,079. 36 275, 122. 65 80, 803. 38 88,404. 95 524, 410. 34 19. 0 Farrell, William H., Bridgeport, Conn ___________ . ______________ 540,628. 2-l 38, 568.13 13,840.83 11, 332. 98 6, 789. 23 64, 531.17 11. 9 Fleisher, Simon B., Philadelphia, Pa ___________________________ 3, 578, 36-i. 12 168, 187. 27 351, 326. 67 58, 561. 69 67, 931. 36 646, 006. 99 18. 5 Harkness, William L., New York County, N. y _______________ 54, 384, 592. 92 1, 580, 326. 91 12, 924, 785. 57 1, 989, 421. 01 2, 383, 433. 66 18,877, 967.15 . 34. 7 
Hegeman, John R., Westchest.cr C'ounty, N. y ________________ 3, 295, 307. 66 168, 146. 47 298, 904.47 118, 931. 55 69,813. 91 655, 796. 40 19. 9 Meyer, Geo. von L., Essex County, Mass ______________________ 1, 255, 183. 37 25, 122. 55 153,425.15 44, 366. 31 58, 547. 60 281, 461. 81 22. 4 Newbold, Arthur E., Philadelphia, Pa _________________________ 1, 153, 465. 38 16, 372. 15 96, 842. 75 18, 735.10 90, 771. 37 222, 721. 37 19.3 Newman, William H .. New York County, N. y _______________ 785, 689. 27 49, 363. 65 51,023.11 29, 919. 74 8, 160. 20 138,466. 70 17. 6 Perkins, George W., New York 0ounty, ~. Y __________ :. ______ 5, 923, 420. 77 216, 364. 24 744, 175. 99 248, 806. 86 430,044. 60 1,639, 3W.. 69 27. 7 
Plunkett, William B., Berkshire County, Mass ________________ 842, 541. 75 30, 722. 82 72, 476.15 25, 552. 98 9, 586. 48 138, 238. 43 16. 4 
Shonts, Theodore P., ~ew York County, N. y ________________ 289, 263. 41 80,060. 74 2, 606. 71 6, 154, 26 27, 987. 54 llfl, 8Q<J. 25 40.3 
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Mr. WALSH of Massaclmsetts. Mr. President, it should be 
noted that this shrinkage includes administration expenses, and 
that the percentage of shrinkage is based upon the net estate. 
The "net estate" is, of course, not necessarily the same as the 
total estate available for distribution. For example, bequests 
to charities are deductible in determining the net estate subject 
to tax, alth-0ugh if such bequests were large the administration 
expenses would be accordingly great. Thus in the case of the 
Shonts estate I understand there were large amounts given to 
benevolent institutions; the net estnte subject to tax was rela­
tively small. For this reason I have calculated the percentages 
of these net estates paid out in State, Federal, and other taxes. 
It will be observed that the Shonts estate shrinkage is 12.7 per 
cent instead of 40.S per cent, and in only one case were the 
taxes more than 30 per cent of the net estate, and in more than 
half the cases they totaled less than 15 per cent. The per­
centage of shrinkage from taxes alone, eliminating administra­
tion expenses, is as follows: Bourne estate, 28.9 per cent; Burn.­
ham estate, 12 per cent; Caldwell estate, 14.4 per cent; Cummins 
estate, 16 per cent; Dickey estate, 16.1 per cent; Farrell estate, 
4.8 per cent ; Fleisher estate, 13.3 per cent; Harkness estate, 
31.8 per cent; Hegeman estate, 14.7 per cent; Newman estate, 
11.3 per cent; Perkins estate, 24 per cent; Plunkett estate~ 12.7 
per cent; Shonts estate, 12.7 per cent. 

TAX :&EDUCTION 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (H. R. 6715) to reduce and equalize 
taxation, to provide revenue, and for other purposes. 

l\fr. SMOOT. llr. President, the next committee amendment 
passed over will be found on page 110, and is known. as the­
gift-tax amendment. Let the Secretary report the amend­
ment 

The PRESIDING OFFICER. The Secretary will state the 
amendment. 

The READING CLERK. On page 170, the committee proposes to 
strike out lines 13 to 25, both inclusive, all of pages 170, 171, 
172, 173, and down to and including line 2 on page 174, as 
follows; 

SEC. 319. On and after January 1, 1924, a tax equal to the snm 
of the following is hereby imposed upon the transfer of J»:Operty by 
gift, whether made dixectly ol' in.directly, by every person, whether a 
resident or nonresident of the United States: 

One per cent of the amount of gift not in. exceSB of $50,000; 
Two per cent of the amount by which the gifts: exceed $50,000 and 

do not exceed $100,000; 
Three per cent of the amolIIlt by which the gifts exceed $100,000 

and do not exceed $150,000 ; 
Four per- cent of the amount by which the gifts aeeed $150,00() an;l 

do not exceed $250,000; 
Six per cent of the amount by which the gifts exceed $25-0,000i and 

do not exceed $450,000 ; 
Nine per cent of the amount by which the gifts exceed $4!'.i(},000" 

and do not uceed $750,000 ; 
Twelve per cent of the ruMunt by which the gitts- exceed $750,000 

and do not exceed $1,000,000 ; 
Fifteen per cent of the amount by which th~ ·gifts exceed $1,000,000 

and do not exceed $1,500,000; 
Eighteen per cent of the amount by which the gifts exceed 

$1,500,000 and do not exceed $2,000,000; 
Twenty-one per cent of the amount by which the gifts exceed 

$2,000,000 and do not exeeed $3,000,000; 
Twenty-four per cent of the amount by wbieh the gifts e:xceed 

$3,000,000 and do not exceed $4,000,000; 
Twenty-seven per cent of the amount by which the gifts exceed 

$4,000,000 and do not exceed $5,000,000; 
Thirty per cent of the amount by which the gifts exceed $5,000,000 

and do not exceed $8,000,000 ; 
Thirty-five per cent of the a.mount by which the gifts exceed 

$8,000,000 and do not exceed $10,000,000 ; 
Forty per cent of the amount by which the gifts exceed $10,000,000. 
SEC. 320. The amount ot the gifts subject to the tax imposed by 

section 319, in the case of residents, shall be the sum of all the gifts 
made by such resident during the calendar year, and in the case of 
nonresidents, the sum of all gifts so made of property situated within 
the United States. If the gift is made in property the fair market 
value thereof at the date of the gift shall be considered the amount 
of the gift subject to the tax. 

Where property is sold or exchanged for less than a fair eoruiidera­
tion in money or money's worth, then the amount by which the fair 
market value of the property exceeded the consideration received 
shall, for the purpose of the tax imposed by section 319, be deemed 
a gift, and shall be included in computing the amount of gifts ma.de 
during the calendar year. 

S.mc. 321. For the purpose of this tax the amount of the gift sub­
ject to the tax imposed by section 319 shall be determined-

(a} In the ca.se ot a resident, by deducting from the total n.mount 
of such gifts-

(1) ~ exemption of $50,000; 
(2) The amount ot all gifts or contributions made within the 

calendar year to or for any donee or purpose specified in paragraph 
(3) of subdivision (a) of section 303, or to the special fund for 
vocational rehabilitation authorized by section 1 of the vocational 
rehabilita.ti-0n act; 

(3) Gifts the aggregate amount of which to &Ill' one person does 
not exceed $500. 

(b) In the case of a nonresident. by deducting from the toW 
amount of such gifts-

(1) The amount of all gifts or contrlbntlons made withfu the 
calendar yea.r to or for any donee or purpose specified in paragraph 
(3) of subdivision (a) of section 303, or to the special fund for vo­
cational rehabilitation authorized by section 7 of the vocational 
rehabilitation a.et ; 

(2) Gifts the aggregate amount o! which to any one person does 
not exceed $500. 

SEC. 322. In case a tax has been imposed under section 319 upon 
any gift, and thereafter upon the death of the donor the amount 
thereof ts required by any provision of this title to. be included in the 
gross estate of the decedent then there shall be credited against and 
applied in reduction of the estate tax, which would otherwise be 
chargeable against the estate of the decedent under the provisions 
of section 301, an amount equal to the tax paid with respect to su.ch 
gift ; and in the event the do.nor has in any year paid the tax im­
posed by section 319 with respect to a gift or gifts which upon the 
death of the donOI' must be included in his gross estate and a gift 
or gifts not required to be so included.. then the amount of the tax 
which shall be deemed to have been pa.id with respect to the gift or 
gifts required to be so. included shall be that proportion of the entire 
tax paid on account of all such gifts which the amount of the gift 
or gifts required to be so Included bears or bear to the total amount 
of gifts in that year_ 

SEC. 323. Any person who within the year 1924 or n.ny calendar 
year thereafter makes any gift or gifts of an aggregate value in 
excess of $10,000 shall, on or before the 15th day of the third 
month following the clo-se of the calendar year, file with the collector 
a return under oath in dupli:cate, listing and setting- forth therein all 
gifts and contributions- by him ma.de during spch carendar year, and 
the fair market value thel."e(}f when ma.de, and also all sales and ex· 
changes of property owned by him made within such year for less 
than a fair consideration in m~y or money's worth, stating therein 
th~ fair market value of the property so sold or exchanged and that 
of the consideratio~ received by him, both as of the date of such sale 
or exchange. 

S:&c. 324. The ta:x imposed by section 319 shall be paid by the 
donor on or before the 15th day of the third month following the 
close of the calendar year, and shall be assessed, collected, and paid 
m the same manner and subject, in so fa.r as applicable, to the same 
inovisions of law as the tax impo.sed by section aoL 

Mr. WALSH of Massachusetts. Mr. President, I move as an 
amendment to the committee amendment that in lieu of wllitt 
is stricken out the following amendment be added. 

The PRESIDING OFFICER. The Secretary will state the 
substitute offaed by the Senator from Massachusetts. 

The RE..\DIN-O CLE&K. ·After secti<>n 323, in lieu of the matter 
proposed to be stricken ou~ the Senator from Massachusetts 
proposes to- insert the following: 

SEC. 3241. On and after January 1, 1924, a tax equal to the sum ot 
the following Is hereby imposed upon the transfer of property by gnt, 
whether made directly or indirectly, by every person, whether a resi· 
dent or nonresident of the United States: 

One per cent of the amount of the gifts not in excess of $25",000. 
Two pei: cent of the amount by wW.ch such gifts exceed $25,000 and 

do not exceed $50,000. 
Three per cent of the amou.nt by which such gifts exceed '50,000 

a.nd do not exceed $75,000. 
Four per cent of the amount by whlch such gi!ts exceed $75,000 and 

do not exceed $100,000. 
Six per cent of the amount by which such gifts exeeed $100,000 and 

do not exceed $200,000. 
Nine per cent of the amount by which such gifts exceed $200,000 and 

do not exceed $500,000. 
Twelve per cent of the amount by which such gifts exceed $500,000 

and do not exceed $1,000,000. · 
Ei.:,<>ilteen per cent of the amount by which such gifts exceed $1,000,000 

and do not exceed $2,000,000. 
'Twenty-four per cent of the amount by which such gilts exceed 

$2,000,000 1rnd do not exceed $3,000,000. 
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Thirty per cent or the amount by which such gifts exceed $3,000,000 

and do not exceed .$5,000,000. 
Thirty-six per cent of the amount by which sui:!h gifts exceed 

$5,000,000. 
SEC. 325. The amount of the gifts subject to the tax impos~d by 

section 324, in the ease o! residents shall be the sum <>f all the gifts 
made by _such resident 1Juring the calendar year, and in the case of 
nonresidents the snm ot all gi!ts so made of propeW;y situated within 
the United States. If the gift is made in property, the fair market 
value thel'eof at the date of the gift shall be considered the amount of 
th{! gift subject to the tax. 

Where property is sold or -exchanged for less than a fair considera­
tion in money or money's worth then the amount by which the fair 
muket yalue of the property exce-eded the consideration received shall, 
for the purpose of the tax imposed by section 324, be deemed a gift 
and shall be included in computing too amount of gifts made dnring 
the calendar year. 

SEC. 326. The following gifts shall be exempt from taxation under 
section 824 : 

(a) In the case of a resident~ 
(1) The amount of all gifts made within the calendar year to the 

persons or organizations and for the purposes specified in paragraph 
(3) in subdivision (a) of section 307, or to the special fund for 
voeational rehabilitation authorized by section 7 ot the vocational 
rehRbilitation act; 

(2) Gifts to the· spouse of the d<>nur, to the extent that the total 
amount of the gifts of snch spouse during the calendar year does not 
exceed $50,000: 

(3) Gifts to a parent, child, adopted child, or grandchild of a 
donor, to the extent that the total amounts of the gifts to all such 
persons during the calendar year does not exceed $25,000; and 

{!) Gifts to any person other than those specified in paragra.J>hS 
(2) and (3), to the extent that the total amount o1 the gifts to all 
sueh other persons during the calendar year does not exceed $10,000. 

(b) In the case of a nonresident~ 
(1) The amount of all gifts made within the calendar year to the 

persons or organizations and for the purposes specified in paragraph 
(3) of subdivision (b) of section 307, or to the special fund for -vo· 
cational rehabilitation authorized by section 7 ot the vocational re­
habilitation act; and 

(2) The gifts specified in paragraphs (2), (3), and (4) of subdi· 
Yision (a) of this section, subject to the limitations therein imposed. 

SEC. 327. In case a tax has been imposed under section 324 upon 
any gift, and thereafter up-on the death of the donor the amount 
thereof is required by any provision of this title to be included in the 
gross estate of the decedent then there shall be credited against and 
applied in reduction of the inheritance tax.. which would otherwise 
be chargeable upon the transfer of such property by the decedent 
under the provisions of section 301, an amount equal to the tax paid 
with respect to such gift ; and in the event the donor has in a.ny 
year pa.id the tax imposed by section 324 with respect to a gift 
or gifts, which upon the death of the doDDr must be included in his 
gro s estate and a gift or gifts not required to be so included, then 
the amount of the tux which shall be deemed to .have been pa.id with 
respect to the gift or gifts required to be so included shall be that 
proportion of the entire tax paid on account of all such gifts which 
the amount of the gift or gifts required to be so included beaxs to 
the total amount of gifts in that year. · 

SEC. 328. Any person who within the year 1924 or any calendar 
yeai· fhereafter makes any gift or gifts of an aggregate value in 
~xcess of $10,000 shall, on or before the 15th day of the third month 
following the close of the calendar yea.r, file with the collector a 
return under oath in duplicate, listing and setting forth therein an 
gifts and contributions by him made during such calendar year, and 
the fair market value thereof when made, and also all sales and ex­
changes of property owned by him made within such year for less 
than a fair consideration in money or money's worth, stating therein 
the fair market value of the property so sold or exchanged and that 
of the con~ideration received by him, both as of the date of such sale 
or exchange. 

EC. 329. The tax imposed by section 324 shall be paid by the donor 
on or befo1·e the 15th day of the third month following the close o:f 
the calendar year, and shall be asse sed, collected, and paid in the 
same manner and subject, in so far as applicable, to the same pro· 
visions of law as the tu imposed by section 301. 

Mr. WALSH of ~Iassachusetts. Mr. President, sections 319 
to 324, indusive, in the bill as it passed the House, have been 
sh'icken out by the Senate Finance Committee. Those sections 
relate to a tnx upon gifts of money or property. 

A similar provision was passed by the Senate when the reve­
nue act was under consideration in 1921. At that time I offered 
an amendment similar to the amendment which is now pre­
sented, and which was adopted by the Senate, but it was re­
moved fi'om the bill in confe1'ence. If the Senate will now sup· 

port this amendment, it will be impossible for the conferees to 
remove from the bill a provision for a gift tax. 

The gift tax would serve as a safeguard for two important 
sections of this bill, namely, the estate tax and the personal 
income tax. It will go a long way toward preventing evasion 
of both of those taxes by the transfer of possession to relatives 
or friends for the purpose of reducing incomes or estates so as 
to bring them within a tax bracket where they would be sub­
ject to lower tax rates. The need of a safeguard upon the tax 
liability of the larger incomes and estates is well recognized. 
The Secretary of the Treasury, 1\Ir. Mellon, recently said: 

Taxpayers on large incomes and businesses are :finding a hundred 
different methods of legally reducing their obligations to the Govern­
ment. One of the most common methods found in vogue by Treasury 
experts was for men of large incomes to create trusts for members of 
their families, thus reducing their own net income and consequent 
liability for taxes. 

The chairman of the Ways and Means Committee of the 
House, Mr. GREEN of Iowa, said in the House of Representa­
tives, when this gift tax proposal was being considered, the fol· 
lowing: 

A gift tax is corollary to an estate tax. The estate tax at the 
present time is being largely evaded by the splitting up of the large 
estates. I, myself, know of one large estate which has been diYided 
into four parts by the owner thereof, giving to his wife one part and 
one part to each of his three children. The gifts were made outright. 
They are ab8olute in form. They can not be attacked by the Treasury. 
But at the same time the man who made them has never lost control 
over the property. He now has as much control over the property 
as he ever had. 

This amendment also is needed on account of the income tax. The 
splitting up of large e"States, o! course, reduces the amount of sur­
taxes to be laid upon the party who so diYides them. We have lost 
more, in my judgment, by the division of these large estates in our 
income taxes than we have lost by reason of tax-exempt securities, 
and we have lost millions upon millions by reason of tax-exempt se­
curities. 

There are provisions under the present law to tax gifts in 
anticipation of death. A gift made within a two-year period 
prior to death is presumed to be a gift in anticipation of death 
and is included within the property that passes under the 
estate or inhe1itance tax. But there ls no pr-0vision of law 
imposing a tax upon gifts between the living; and the greatest 
evasion of all evasions of the income tax has been the mak­
ing of gifts by the head of a family to his wife and children, 
either directly or through trusts, for the purpose of having his 
income so reduced that he would fall within the lower brackets. 

Mr. CARAWAY. Mr. President--
The PRESIDING OFFICER. Does the Senator from Mas­

sachusetts yield to the Senator from Arkansas? 
Mr. WALSH of Massachusetts. I yield. 
Mr. CARA W .A.Y. Is there any provision in the proposed 

amendment that exempts from taxes gifts that a.re made to 
schools or hospitals? 

Mr. WALSH of Massachusetts. Yes ; all charitable and re­
ligious gi:fts are excluded. I propose no change from the House 
provisions in this respect. 

Though the attempt has been made again and again to reaeh 
evasion, no tax has been imposed upon gift gi vlng. One expert 
estimated that the amount of revenue lost by our Government 
through gifts from the living is as much as $600,000,000. That 
is an enormous sum. Perhaps it ls too high, but the evasions 
have been staggering. 

Mr. President, I understand the Finance Committee struck 
the gift tax from the bill because it was thought to be difficult 
to collect and open to evasion. The same arguments would be 
applicable to every other section of the bill. All of these taxes 
are difficult to collect ; and in the past every form of tax 
has been subject to evasion. In fact, the appealing feature of 
this tax is to minimize evasions of other taxes. Granting that 
in some instances it, too, may possibly be evaded, the tax dodger 
will hat'e to scale two fences instead of one. .At least we should 
not attempt to assist those who seek to avoid taxes by refusing 
the remedy which the House has approved and which will surely 
make more difficult a practice which is well known to exist. 
Do we want to hinder those who are escaping taxation? Let 
us not pass this bill without making some attempt to correct 
an abuse which is so well known to everybody who has studied 
the operation of the present re·rnnue law. 

The significant feature of the propo ed gift tax ls that it 
will not cost a single person one cent in additional taxes unless 
they so choose. Gifts amounting to $85.000 may be made to 
dil!erent persons within the period of one year without being 
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subject to the tax. It is only upon the larger gifts that the 
tax is to be applied. There is something in human nature that 
leads men, even parents, to cling to their possessions until 
death comes; and it is very rarely that substantial gifts are 
made, e"Ven to the members of one's family; during lifetime, 
except for the purpo e of e caping taxation. If fabulous gifts 
are distributed. I do not ee why we should hesitate to tax 
them. Certainly there is no hardship attached to such a tax, 
for only those who e good fortune it is to be able to give large 
gifts to their relatives or friends would be called upon to pay. 

Again and again an effort has been made to impose some 
form of gift tax. In the last tax: bill the Senate imposed a gift 
tax. It was stricken out in conference. At this session the 
House has imposed a gift tax and the Senate committee 
has recemmended its removal. If the Senate now goes on 
record in favor of some form of gift tax, it will be enacted. 
It will be a question merely of rates, because the House has 
already committed itself. 

Personally, I think we are acting when it is too late. I 
think the bird has flown. I think that so many and so extensive 
o-ifts have been made in the last seven years that it is almost 
impossible to collect anything under a gift tax. But that 
does not justify leaving the door wide open for a man to con­
tinue to make gifts which will permit him to escape the fair 
and just income and inheritance taxes imposed upon him under 
the law. 

The purpose of gifts inter vims is to lower the income tax 
by splitting up the volume of the taxable property. In the 
amendment proposed by me I have used exactly the same rates 
as were inserted in the amendment offered last night in rela­
tion to the inheritance tax, the principle being that the amount 
of money which passes beween the li\ing during the lifetime 
of the taxpayer should be taxed equally with the amount which 
passes at the time of death. So the tax upon a transfer by 
gift of $100,000 to a man's wife is only $750 under the pro­
visions of the amendment. The rates are very conservative 
and very moderate and do not begin appreciably to affect the 
amounts of gifts except in the cases of excessively large gifts. 
Even in the case of a gift of $5,000,000 the tax would not be 
much over 25 per cent of the gift. 

I do not know that there is anything more I care to say 
upon the amendment. It is presented for the purpose of 
making the law uniform as to gifts made at the time of death 
and gifts made among the living during the lifetime of the 
taxpayer. The rates are based upon the principle that a gift 
during lifetime ought to bear the same tax as a gift made to 
a beneficial interest at the time of death. 

Mr. SMOOT. Mr. President, last evening the committee 
agreed to the inheritance-tax provision as stated by the Sen­
ator from Massachusetts. In order that the matter may go 
to conference together with the House provision I have no 
objection to having it agreed to. I ask that the amendment 
offered by the Senator from Massachusetts may be agreed to. 

l\fr. FLETCHER. I did not catch the point where the tax 
begins to apply to gifts. Suppose a father makes a gift to 
his children or to his wife in his lifetime, where does the tax 
begin? 

Mr. WALSH of Massachusetts. If a husband makes a gift 
to his wife there is an immediate exemption of $50,000. He 
can give his wife $50,000 without any tax at all If he makes 
a gift to a child, the exemption ls $25,000. If he makes a 
gift to a stranger, the exemption is $10,000. 

Mr. FLETCHER. How would it apply in the case of his 
making a gift of $50,000 this year and then five years from 
now making another gift of $50,000? 

Mr. w ALSH of Massachusetts. Each year is separate. 
There does not seem to be any way of reaching the .condition 
the Senator mentions. But I want to repeat that I think the 
estates have been so split up through our failure to pass a 
strict gift tax years ago that we are not going to get much 
out of it, though it will yield something in the future. 

Mr. FESS. Mr. President--
The PRESIDING OFFICER (Mr. MOSES in the chair). 

Does the Senator from Massachusetts yield to the Senator 
from Ohio? 

Mr. WALSH of Massachusetts. I yield. 
Mr. FESS. How would the amendment apply to a gift to 

a university or a benevolent institution? 
l\Ir. WALSH of Massachusetts. They are exempt. Gifts for 

public purposes. or to any religious, charitable, scientific, lit­
erary, or educational organization, including organizations for 
the encouragement of art and the prevention of cruelty to 
children or animals, are exempt. 

Mr. SIMMONS. Mr. President, I do not as a general propo­
sition feel disposed to give my assent to the principle involved 

in gift taxes. In ordinary conditions I would say that it is 
·not a wise way of raising revenue for the Government. But 
condition which confront us are abnormal and seem to me 
to make the imposition of a tax of this sort absolutely essential. 

There are two kind of taxes which we find it necessary to 
levy in the conditions which now obtain. One is the income 
tax, the other is the inheritance tax. From both of those taxes 
the Government l'ealizes a very large amount of revenue, reve­
nue that it can not dispense with, that is absolutely necessary 
to enable us to finance the Government. One of the favorite 
methods of evading the income tax is through the plitting up. 
of large incomes among members of the family, thus evad­
ing the higher rates imposed by surtaxes. That has been 
very generally resorted to especially by men of large incomes 
and the Government has lost an immense amount of revenue 
through that means of evasion. 

The inheritance tax also has been extensively evaded in 
the same way. We have had no provision in the law up to 
this time that has afforded anything like adequate protection 
to the Government against those two methods of evasion. 
We have no statistics. Probably no statistics are available 
under any conditions, but we have none which would indicate 
exactly the amount of revenue that . has been lost by this 
method of evading the income tax and this method of evading 
the estate tax as now imposed. But they have been suffi­
ciently large and extensive, as is now generally conceded, to 
very greatly impair the revenues of the Government It is 
a leak that ought to be stopped, and there is absolutely no 
way to stop it except by the imposition of a gift tax. 

I rose simply to ay that if it were not for that condition 
of things I would not favor a gift tax. 

Mr. l\IcLEAN. l\fr. President, I have not had an oppor­
tunity to read the amendment, and I wish the Senator from 
Massachusetts would explain the exceptions and just what 
gifts are excluded. 

l\Ir. WALSH of l\Iassachusetts. A gift of $50,000 by hus­
band to wife--

1\Ir. l\IcLE.AN. I understand about the gifts to members 
of the family, but I am inquiring more particularly about 
charitable gifts. 

Mr. WALSH of Massachusetts. There are exactly the 
same exceptions that are in the House provisions of the bili. 

Mr. McLEAN. Gifts to the public for any public purpose? 
l\fr. WALSH of l\fassachusetts. As to gifts for charitable, 

religious, or educational purposes, exactly the same exemp­
tions are made as are made in the House text. 

Mr. ROBINSON. There is no limitation on gifts for 
charitable, educational, or religious purposes? 

Mr. WALSH of Massachusetts. None at all. 
Mr. McLEA.l~. Would that include a gift for a public 

building? Is the language broad enough for that? 
Mr. WALSH of Massachusetts. I understand it would. 
Mr. McLEAN. I think it should. 
Mr. SD1MONS. It would cover a building only for the 

purposes mentioned. 
Mr. McLEAN. For any specific purpose such as a town 

hall. 
Mr. SMOOT. It would cover any specific purpose. 
:i\Ir. McLEAN. Or a building for entertainment purposes? 
Mr. WALSH of Massachusetts. I think it would cove1· 

that. 
l\fr. SIMMONS. I think that would be a matter of con­

struction. 
Mr. WALSH of Massachusetts. Mr. President, I wish to 

say a few words further in order to illustrate the manner 
in which gifts are used to evade income and inheritance taxes. 

Suppose Jones enjoys the income from $1,000,000, or $50,000 
per year. The normal tax and the surtax at the rates adopted 
by the Senate are $6,137.50. If Jones gives bis wife half of 
his property, or $500,000, in trust or otherwise, the income 
taxes on the $25,000 of income which each spou e will receive 
will be $1,547.50, or a total saving in taxes on the income of 
the husband and wife of $3,042.50. Tbe saying in the cases 
of larger incomes will be proportionately greater as the .sur­
taxes increase. It can not be doubted, therefore, that if we are 
to make the tax laws effective, we must place some tax upon 
the gifts which are now being used to evade them. 

Or suppose, in the second place, that Jones leaves an estate 
of $200,000 to his wife and child. The total taxes on the trans­
fers under the provisions adopted by the Senate would be 
$3,600. If, however, Jones gave $100,000 to his wife and child, 
not in contemplation of his death, and thus left an estate of 
$100,000 to bis wife and child, the total inheritance taxes 
would be $800, or a saving in transfer taxes of $2,800. If 
Jones owned $1,000,000 of property and gave to his wife and 

J 
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ehiid $500,000 of it, not in contemplation of his death, leaving 
the remainder to them on his death, the saving in transfer 
ta'x:e would be $45,000. 

The gift tax which I propose would insure that a tax on 
the transfer would be collected, whether the transfe1· is made 
by gift during the lifetime of the donor, or by intestate suc­
cession, or by will at his death. If the transfer is to be taxed 
by the Federal Government at all, it should be taxed whether 
made during the life or at the death of the transferor. Other­
wise the Federal Government is only making an empty pre­
tense of taxing such transfers. 

The PRESIDING OFFICER. 'lihe question is upon agree­
ing to tbe amendment proposed by the Senator from Massachu­
sett · [:!\Ir. WALSH] to the amendment of the committee. 

The amendment to the amendment was agreed to. 
The PRE IDING OFFICER. The question now is upon 

agreeing to the amendment as amended. 
The amendment as amended was agreed to. 
Mr. SMOOT. On page 62, line 20--
Mr. WALSH of Massachusetts. Mr. President, will the Sen­

ator yield to me for a moment? 
Mr. SMOOT. Yes. 
l\Ir. WALSH of Massachusetts. I ask unanimous consent 

that the Secretary may be authorized to make such changes 
in the numbering of the sections and in the totals as may be 
necessary to make the amendment conform to the bill. 

Mr. SMOOT. I will say to the Senator that unanimous 
consent was granted for that purpose- when the bill was first 
taken up. 

Mr. WALSH of Massachusetts. Very well. 
Mr. SMOOT. On page 62, line 20, I move to strilie out "par-

agraph (1) of." 
I will state that this is made necessary by the adoption of 

the normal tax as proposed by the Senator from North Caro­
lina [l\Ir. SDI.MONS]. 

The PRESIDING OFFICER. Without objection, the amend-
ment is agTeed to. 

Mr. SMOOT. The next amendment I propose is on page 
111, line 15, to trike out " (a)." 

The PRESIDING OFFICER. Without objection, the amend-
ment is agreed to. 

l\1r. SIMMONS. As I understand, that amendment covers 
merelv an administrative matter? 

Mr.~ S:llOOT. It is a clerical amendment, I will say to the 
Senator. The amendment that was agreed to made only the 
one paragraph nece ·sary. 

Mr. SUDIONS. I only wished to be sure that it did not 
affect the substance. 

Mr. Sl\IOOT. There a.re three other amendments which I 
desire to ha·rn action upon, and I send them to the desk. Then 
l shall make a brief statement as to what they are. I naw 
offer the amendments which I send to the desk. 

The PRESIDilIG OFFICER. The first amendment pro­
posed by the Senator from Utah will be stated. 

The READING CLERK. On page 45 it is proposed to strike out 
from line 8 to line 18, both inclusive, and to insert in lieu 
thereof the following : 

No tax shall be lened under the provisions of this title upon the 
income d~rived from the operation of such public utility, so far as the 
payment thereof will impose a loss or burden upon such State, Ter­
ritory, District of Columbia, or polltical subdivision; but this provi­
sion is not intended and shall not be construed to confer upon such 
per~on any financial gain or exemption or to relieve such person from 
the payment of a tax as provided for in this title upon the part or 
portion of such income to which such person is entitled under such 
contract. 

l\Ir. JONES of New l\Iex:ico. Mr. President--
The PH.ESIDING OFFICER. Does the Senator from Utah 

yield to the Senator from New Mexico? 
l\Ir. SMOOT. I merely wish tQ make a brief statement as 

to the purpose of the amendment. 
l\Ir. JONES of :New Mexico. I should like to inquire where 

the amendment comes in. 
l\!r. SMOOT. I may say that I offer the amendment per­

sonnlly. All of the committee amendments have now been dis­
posed of, and the bill is open for inclinduul amendments. I aru 
merely offering the amendment personally and not for the 
committee: 

l\Ir. JONES of New Mexico. On what page does the amernl-
ment come in? 

Mr. SMOOT. On page 45 to strike out from lines 8 to 18, 
inclusive, and to insert in lieu thereo:t the matter which baa 
ju. t been read at the desk. 

For the RECORD, Mr. Presiclent, I wish to make a brief state­
ment as to the effect of the. amendment~ 

The PRESIDING OFFICER. The Chair calls the attention 
of the Senator from Utah to the fact that as the amendment 
has been stated it does not seem to correspond with the print 
of tlle bill. 

l\lr. S::\IOOT. Mr. Pre~ii'ent, the amen<lment has been 
state<! correctly. It is to strike out from line 8 down to and 
including line 18, and to insert the matter which has been 
read so that it will read: 

Or maintain a public utility, no tax shall be levied under the pro­
visions of this title--

And so forth. 
The PRESIDI~G Ol!'FICER The Chair sta nus corrected. 

The Senator from Utah t· accurate. 
Mr. WALSH of Massachusetts. Mr. President, will the Sen­

ator yield for a moment? 
Mr. SMOOT. I yield. 
M:r. WALSH of Massachm•etts. Dld I understand the Sen­

ator from Utah to say that the stage in the consideration of 
the bill has been reacfled where amendments may be offered 
from the floor? 

Mr. S:\lOOT. Yes. 
Mr. W .ALSH of Mas. achusetts. I should like to hu-n~ all 

Senators informect of that f.aet by suggegting the absence of a. 
quorum, if that L':! agreeable to the Senatar from Utah, because 
:r number of Senators desire to be adTised when that stage 
in the colh.qi,derati-0n of the bill is reached. 

l\Ir. Sl\IOOT. I thought of doing that as soon as· we bad. 
concluded the amendments I ho.ve offeued. · 

l\Ir. WALSH of Massa<!bu..,etts. I sug;-est the absence of a 
quorum. 

The PRESIDIXG OFFICER. The Secretary will call the 
roll. 

The principal clerk called the roll, and the following Senators 
answered to their names : 
Adams Edge Keyes 
Ashurst l''errls Ladd 
Bayard Fr ·~ Lodge 
Borah Fletcher :.\fcKPJlar 
Brandegee Frazier .IlcKlnley 
Brookhart George 'MeLea.n 
Bi·uce Gerry ~foses 
Bursum Glass Xet-1.Y 
Cameron Gooding; Norbeck 
Capper Harreld Xorris 
Caraway Harris Odctie 
Colt H~flin Pepper 
Copelan cl Rowell R~J.aton 
Curtis John. on, Calif. Reed.J MD. 
Dale JobnRon. Jilnn. Reen~ f'a. 
Dial Jonel'l. N. l\!ex. Robinson 
Dill Kendrkk Sheppard 

ShieHIS 
Rbipst«i?ad 
•'immons 
~moot 
Stanfield 
8tephens 
,'terling 
Trammell 
Underwood 
Wad worth 
Walflh, 1\laS"'!. 
Walsh, Mont. 
'Watson 
Weller 
Whef'ler 
W111is 

lUr. I\"EELY. I wi b to announce that the Senator from 
Utah [Mr. Kr.suJ iA sitting with the Commitf.ee on PriYilPg(>g 
and Elections, which is mnv engagecJi in hearing testimony in 
the l\Iayfield case; and I wish furthel' to state that the' Hen­
ator from Missouri [Mr. SPE~cER] and the Senator from Ken-
tucky [Mr. ERNS'.r] are similurly engaged. · 

Mr. 1\fcKThLEY. II de.sire to announce that tlte Senator from 
South Carolina [l\Ir. S~ITH], the Senator from Louisiana [l\fr. 
RANSDELLf, the Senator from Washington [Mr. JONES], and 
the Senator from Oregon [l\Ir. 1\Ic:K.rnY] :rre attending a meet­
ing of the Agr1cultmal Committee. 

Mr. COPE~1D. I de::>ire to announce tbat the Senator 
from Louisiana [Mr. BnoussARD] and the Senator from .r1-0rth 
Carolina [Mr. OVERMAN] are sitting with the Committee on 
Appropriations. 

The PRESIDil'TG OFFICER. Sixty-seven Senators ha1ing 
answered to tbeir names, a quorum is present. 

Mr. S'::\fOOT. Mr. President!, while. Senators are in the 
Chamber I want to state that all committee amPndments have 
been disposed of; and I shall now offer three amendment" 
to certain prffrisions of the bill that are recommended by the 
department and I tbink also ag1·eed to by the minority mem­
bers of the committe~ · 

The Secretary has stated tbe first amendment, and I want 
to make a brief statement as to what it is before the Senate 
votes upon it 

The amendment merely restores the language of the existing 
law, which was changed in the House bill principally for 
purposes of clarity. The theory of both the existing. law ana 
the House bill ~s the same in that they provide for the ex­
emption from tax of a city operating a public utility, but 
state that exemption shall not, directly or indirectlyt apply 
to any prirnte individual. rt has been found that although 
the provisions of the House bill are more clear as applied to 
some of these contracts, they do not apply properly to others, 
and it is thought desirable to restore the language of the exist­
ing law. 
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Mr. JONES of New Mexico. l\fr. President, I think that is a 
very proper amendment. It concerns a rather involved situ­
ation in some instances, and it is desirable that this amend­
ment be made so that the whole question may be thrown into 
conference and worked out to meet the varying situations 
which ha\e developed since this language was w1itten. 

l\Ir. 1\!cKELLAR. May the amendment be stated again? 
The PRESIDL'IG OFFICER. The amendment will be 

stated. 
The READING CLERK. On page 45, it is proposed to strike 

out lines 8 to 18, inclusive, and to insert in lieu thereof the 
follow"ing: -
no tax shall be levied under the provisions of this title upon the 
income derived from operation of such pub-lie utility, so far as the 
payment thereof will impose a loss or burden upon such State, 
Territory, District of Columbia, or political subdivision; but this 
provision is not intended and shall not be construed to confer upon 
such person any financial gain or exemption or to relieve such person 
from the payment of a tax, as provided for in this title, upon the part 
or portion of such income to which such person is entitled under such 
contract. 

:Mr. l\fcKELLAR. 1\Ir. President, will the Senator from 
Utah explain what is intended to be done by the amendment? 

.Mr. SMOOT. It just restores the existing law. 
Mr. McKELLAR. I know; but what law is it restoring? 

What is the purpose of it? Is it to relieve street-car com­
panies and other public utilities from taxation? 

Mr. SMOOT. No. The statement I made is just about as 
brief as it possibly can be made, and I will read it again, so 
that the Senator can hear it. 

Mr. McKELLAR. I would rather have the Senator tell me 
what the provision means. 

Mr. SnlOOT. It means this: It exempts the city, but it 
does not exempt the private individual 

Mr. McKELLAR. Does it exempt the public utilities? 
Mr. SMOOT. No; it does not It exempts the city's share, 

whatever it may be, in a public utility, and there are quite a 
number of them in the United States. 

Mr. McKELLAR. Oh ! It applies only to municipally 
owned concerns? 

Mr. SMOOT. Yes; wherever they have an interest. 
l\Ir. McKELLAR. The reason why I am asking the question 

is this: I saw an advertisement a day or two ago in which 
one of the utilities here in Washington was advertising that it 
was exempted from all city taxes, and I was just wondering 
whether or not it was under this provision. It did not read 
that way, but I wanted an explanation of the matter. 

Mr. SMOOT. I saw such a statement made, and I assure 
the Senator that it is not true. I do not know whether the 
statement related to the street cars in Washington or not, but 
I saw snch an advertisement. 

Mr. McKELLAR. Of course, if the provision merely applies 
to municipally owned public utilities, or those in which munici­
palities have an interest, I .have no objection at all to it. 

Mr. SMOOT. That is all there is to it. 
Mr. NORRIS. Mr. President, I have not found the amend­

ment yet. What page is it on? 
The PRESIDING OFFICER. On page 45, lines 8 to 18. 
Mr. NORRIS. I will ask the Secretary to state the amend­

ment. 
The PRESIDING OFFICER. The amendment will be 

stated. 
The READING CLERK. On page 45, it is proposed to strike out 

lines 8 to 18-
1\fr. NORRIS. I will ask to have the Secretary read what is 

stricken out. 
The READING CLERK. It is proposed to strike out the follow­

ing words: 
the tax upon the income from the operation of such public utility 
shall be collected and paid in the manner and at the rates prescribed 
in this title; but there shall be refunded to such State, Territory, 
or political subdivision thereof, or the District o! Columbia, under 
rules and regulations to be prescribed by the commissioner, with the 
approval of the Secretary, a part of such tax equal to the amount 
by which the share of the income from the operation of such public 
utility accruing to such State, Territory, or political subdivision 
thereof, or the District of Columbia, was reduced by the imposition of 
such tax. 

In lieu of that matter, it is proposed to insert the following: 
no tax shall be levied under the provisions of this title upon the in­
come derived from operation of such public utility, so far as the 
payment thereof will impose a loss or burden upon such State, Ter-

. ritory, District of Columbia, or political subdivision; but this provi­
sion is not intended and shall not be construed to confer upon such 
person any financial gain or exemption or to relieve such person 
from the payment ot a tax as provided for in this title upon the 
part or portion of such income to which such person is entitleu unuer 
such contract. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment. 

l\Ir. NORRIS. 1\1r. President, I wonder what the effect both 
of the language in the House bill and this amendment would 
be upon a public utility, let us say an electric-light company, 
owned by a city. Does it have any application to that? 

Mr. SMOOT. I will say to the Senator that there is an­
other provision in the bill in which they are exempted en­
tirely. 

Mr. NORRIS. I do not want to vote for any provision, 
either in the bill or in an amendment, that would levy a tax 
upon a municipality. 

Mr. SMOOT. This applies to public utilities where a nmnici­
pality has an interest in them. 

1\1r. NORRIS. There are such. 
Mr. SMOOT. And there are such. The way the House had 

it, they would be liable to be taxed for whatever interest they 
had in that public utility. This amendment relieves them just 
exactly as the existing law does. 

Mr. NORRIS. I was under the impression, just from the 
reading that I heard at the desk, that there might be a pos­
sibility that in connection with the operation, for instance, of 
electric lights for a city, if owned by the city or if owned 
partly by the city and partly by a private individual or cor­
poration, there would be a tax to be paid by the city upon its 
part of the income, provided that income was more than was 
necessary to defray its part of the expenses of operation. 

Mr. SMOOT. There is no tax at all 
1\fr. NORRIS. Of comse, when a city does anything of that 

kind, it necessarily wants to make and ought to make some 
profit out of it in order to lay aside a sinking fund. 

Mr. SMOOT. To pay the bonds. 
Mr. NORRIS. And also to lay aside a surplus to meet the 

cost of accidents, and so forth; and I do not want to levy any 
tax upon any income that goes to a city or a county or a State 
or any subdivision thereof. 

l\Ir. SMOOT. I will assure the Senator that this provision 
does not do that; and they are specifically exempted on page 
44 of the bill, paragraph (7). 

l\fr. NORRIS. I will accept the Senator's statement, of 
course. 

The PRESIDING OFlnCER. The question is on agreeing 
to the amendment offered by the Senator from Utah .. 

The amendment was agreed to. 
Mr. SMOOT. Mr. President, I now offer the amendment 

which I send to the desk. 
The PRESIDING OFFICER. The Senator from Utah pro­

poses an amendment, which will be stated. 
The .READING CLERK. On page 274, after line 10, it is pro­

posed to add a new section to read as follows : 
SEc. 1131. (a) Section 3105 of the Revised Statutes is amended to 

read as follows : 
" SEC. 3195. When any property liable to distraint tor taxes is not 

divisible, so as to enable the collector by sale of a part thereof to rnise 
the whole amount of the tax, with the costs and charges, the whole 
ot such property shall be sold, and the surplus ot the proceeds of the 
sale, after making allowance for the amount ot the tax, intereilt, penal­
ties, and additions thereto, and tor the costs and charges of the dis­
train t and sale, shall be deposit~d with the Treasurer o! the United 
States as provided in subdivision (b) of section 3210." 

(b) Section 3210 of the Revised Statutes is amended to read as 
follows: 

" SEC. 3210. (a) Except as provided in subdivision (b) the gro s 
amount of all taxes, revenues, and collections of whatever nature re­
ceived or collected by authority of law shall be paid daily into the 
Treasury o! the United States under instructions ot the Secretary of 
the Treasury as internal-revenue collections by the officer receiving or 
collecting the same without any abatement or deduction on account 
ot the salary, compensation, fees, costs, charges, expenses, or claims 
of any deseription. A certificate of such payment, stating the nanre 
of the depositor and the specific account on which the depo_sit was 
made, signed by the trensurer, assistant treasurer, designated de­
positary, or proper officer of a deposit bank, shall be transmitted to 
the Commis loner ot Internal Revenue. 

"(b) Sums offered in compromise under the provisions of section 
3229 of the Revised Statutes and section 35 of Title II of the na­
tional prohibition act, sums offered for the purchase of real estate 
under the provisions of section 3208 of the Revised Statutes, and sur-
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plus proceeds- in any distraint sale, after making allowance for the 
a.mount of the tax, interest, penalties, and additions thereto, and for 
costs and charges of the distraint and sale, shall be deposited with the 
'I'reasurer of the United States in a special deposit account in the 
name of the collector making the deposit. Upon acceptance of such 
offer in compromise or offer for the purchase of such real estate, the 
amount so accepted shall be withdrawn by the collector !rom his 
special deposit account with the Treasurer of the United States and 
deposited in the Treasury of the United States as internal-re"enue 
collections. Upon the rejection of any such offer, the commissioner 
shti.ll authorize · the collector, through whom the amount of such 
otrer was submitted, to refund to the maker of such offer the amount 
thereof. In the case of surplus proceeds from distraint sales the 
commjssioner shall, upon application and satisfactory proof in sup­
port thereof, authorize the collector through whom the amount was 
received to refund the same to the person or persons legally entitled 
thereto." . 

l\lr. Sl\IOOT. Mr. President, under the present ruling of the 
Comptroller ~neral, offers in compromise even though unac­
cepted are treated as current receipts of the Treasury and, if 
the offer is not accepted, it requires a refund to return to the 
taxpayer the amount tendered by him as an offer in com­
promise. This procedure is unnecessarily complicated and 
works to the serious disadvantage of the taxpayer whose offer 
in compromise is rejected by the department. This proposed 
amendment provides that such offers in compromise shall be 
placed in the suspense n.ccount and if the offer is accepted the 
amount of the offer shall be covered into the Treasury, but if 
the offer is rejected tbe amount thereof shall be paid out of the 
suspense account and returned to the taxpayer. 

The PRESIDING OFFICER (Mr. MosEs in the chair). The 
question is on agreeing to the amendment propo~ ed by the Sen­
ator from Utah. 

The amendment was agreed to. 
Mr. SMOOT. I offer the following amendment. 
The PRESIDING OFFICER The Secretary will state the 

amendment. 
The READING CLERK. On page 42, line 24:, the Senator from 

Utah proposes to strike out all after the period and to strike 
out lines 1 and 2 on. page 43, as follows: 

Items of gross revenue shall be considered to be recei•ed in the 
taxable year in which they are unqualifiedly made subject to the de­
mands of the taxpayer. 

Mr. SMOOT. Mr. President, in the House a provision was 
inserted that items of gross income should be considered to be 
received in the year in which they are unqualifiedly made sub­
ject to the demand of the taxpayer. This ruling was intended 
to embody in the law the present ruling of the Treasury De­
partment which requires dividends and bond interest to be in­
cluded in income when it is subject to demand by the taxpayer. 
It has been found, however, that, although this represents the 
general rule, there are certain exceptions to it. It is thought 
desirable, therefore, to strike out the provision and let it go 
to conference where the proper limitations and exception may 
be placed upon it 

The amendment was agreed to. 
Mr. REED of Missouri obtained the floor. 
Mr. JO~ES of New Mexico. Mr. President--
The PRESIDING OFFICER. Does the Senator from Mis­

souri yield to the Senator from New Mexico? 
Mr. REED of Missouri. The Senator from New Mexico ad­

vises me that he has an amendment to offer which will take 
but a moment, and I yield to him. 

Mr. JONES of New l\Iexico. ·The amendment which I pro­
pose is to be inserted on page 17, to strike out lines 4 to 17, 
for the purpose of throwing the subject matter into conference. 
The language which I move be stricken out is as follows: 

(8) If the property (other than stock or securities in a corporation 
a party to a reorganization) was acquired after December 31, 1920, by 
a corporation by the issuance of its stock or securities in connection 
with a transaction described in paragraph ( 4) of subdivision (b) of sec­
tion 203 (including, also, cases where part of the consideration for the 
transfer of such property to the corporation was property or money in 
addition to such stock or securities), then the basis shall be the same 
as it would be in tbl'.' hands of the transferor, increased in the amount 
of gain or decreased in the amount of loss recognized to the transferor 
upon such trnnsfer under the law applicable to the year in which the 
transfer was made. 

Mr. Sl\lOOT. I have no objection to allowing the amend­
ment to go to conference. 
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Mr. JO~""ES of New Mexico. The Senator from Utah realizes 
the difficulties which pertain to that clause, and it is thought 
by all of us that it should go to conference. 

The amendment was agreed to. 
Mr. McKINLEY. l\Ir. President, I have an amendment to 

offer. 
The PRESIDING OFFICER. The Secretary will state the 

amendment. 
The READING Cr..EP.K. The Senator from Illinois proposes to 

insert the following : 
That subdivsion (b) of section 1101 of the revenue act of 1917, as 

amended, is amended, to take elfect 30 days after this act becomes 
law, to read as follows: 

" {b) In the case of the portion of such publications devoted to ad­
\"ertisements the rates per pound or fraction thereof for delivery 
within the several zones applicable to fourth-class matter shall be 
as follows (but where the space devoted to advertisements does not 
exceed 5 per centum of the total space, the rate of postage shall be 
the same as if the whole of such publication was devoted to matter 
other than ad;ertlsements) : For the first and second zones, 1§ cents; 
for the third zone, 2 cents; for the fourth zone, 3 cents ; for the fifth 
zone, 3~ cents; for the sixth zone, 4 cents; for the seventh zone, 6 
cents; for the eighth zone, 5~ cents." 

SEC. 2. This act shall not be construed to repeal sections 1102 to 
1106, inclusive, of the revenue ti.Ct of 1917, as amended. 

SEC. 3. That nothing in this act shall affect existing law as to free 
circulation or existing rates on second-class mail matter within the 
county of publication, or existing rates on second-class mail matter 
designatecl as educational, sclen~fic, or charitable. 

l\Ir. EDGE. l\Iay I ask the Senator from Illinois if that is 
an amendment proposed to the pending bill? 

l\lr. l\IcKI~LEY. It is. I understand that this amendment 
would set the rates back to what they were under the in· 
crease in 1919. The result would be that for the first and 
second zones the charge would be H cents, where it was 2 i 
in the third zone it would be 2 cents, where it was 3; in the 
fourth zone it would be 3 cents, where it was 5; in the fifth 
zone it would be 3!, where it wns 6; in the sixth zone it would 
be 4, where it \\as 7; in too seventh zone it would be 5, where 
it \YRS 9; and in the eighth zone it would be 5!, where it was 10. 

As it is represented to me there hav-e been four raises in 
rates since the war. This does not set the rates back to pre­
war rates; but sets them back to those of 1919. The income of 
1918 for this matter was $11,717,000. After the raise in 1920 
it was $25,100,000. Another raise then brought it up to 
$25,499,000, and in 1922, with another raise, the income fell 
back to $25,197,000. In 1923 it had increased about 10 per 
cent, or to something like $28,000,000. 

The result has been that the very high rates ha-rn driven the 
newspapers and the magazines to the railroads and the ex­
press companies. The circulation has been reduced, nnd the 
people who &re particularly affected are the farmers, who re­
ceh·e nbout 00 per cent of the newspapers and magazines sent 
by mail. 

l\fr. Sl\IOOT. Mr. President, I hope this amendment will 
not be agreed to as an amendment to the pending bill. I think 
the better way would be to introduce a bill covering this mat­
ter, have it referred to the proper committee of the Senate, 
let them go into the details as to whether it is a good thing 
to adopt or not, report it to the Seµate, and let the Senate act 
upon it. I have a letter from the Postmaster General in re­
gard to it; but I will content myself at this time by simply 
saying that the committee has undertaken to keep everything 
out of this bill of a retroactl're nature, and also new legislation 
that does not affect directly the producing of revenue for the 
Government. 

There is a committee appointed to handle such matters as 
this. fuery change that has been made has been one recom­
mended by that committee, and this one should be considered 
by that committee rather than have it put upon a revenue bill. 

l\Ir. EDGE. Will the Senator yield? 
l\Ir. SMOOT. Certainly. 
l\Ir. EDGE. I may say, supplementing what the Senator 

from Utah has said, that the Congress appropriated half a 
million dollars at the last session for the purpose of enabling 
the Post Office Department to make an investigation to ascer­
tain the cost of the service in its various departments. I am 
a member of the Committee on Post Offices and Post Roads, 
and we have been giving a great deal of consideration recently 
to the necessity of raising the salaries in the Postal Service. 
In connection with that, we have likewise considered increas­
ing the revenues. A report which i before the Senate states 
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that after careful inquiry the committee felt that they did not 
have sufficient information upon which to base any changes in 
tbe rates until the cost ascertainment had been completed. 

These changes may be justified. I am not speaking in oppo­
sition to the return to the former rates; but I do not feel that 
the Senate at this time is sufficiently well informed as to the 
cost of the various departments of the Postal Service to vote 
intelligently upon the amendment. 

Mr. CARA WAY. I gather from the statement of the Senator 
from Ill'nois that it is the \iew of those who have studied 
the que~tiou that this amendment would produce- a greater 
reveJme than is produced by the present rates. Therefore I 
am curious to know what interest the Senator from New 
Jersey would ha·rn in further studyiilg it, if it would increase 
the revenues. 

Ur. EDGE. The interest of the Senator from New Jersey 
is that lie wants to ha·rn accurate information.. I do not 
think we are sufficiently informed to justify us in accepting 
this conclusion without hnTing a report from the Post Office 
Department in the matter. It is a mere mattei· of having full 
blliliness information. 

~Ir. CARAW A.Y. Of course I did not intend to insinuate 
that the Senator was not gt\:"ing it the kind of intelligent con­
sideration it ou~bt to bave, but what I meant to say was that 
the statement of the Senator from Illinois would indicate that 
as we have raised the rates we have gotten less revenue. I 
think all of us will agree that there is a point in a tax bill and 
a point in a po t-ofike r<°Ke '\\hich is beyond a figure which will 
produce revenue. If you make it. unprofitable for people to do 
business, they will not do . it. I infer that such a point was 
reached, from the statement of the Sena tor from Illinois. 

l\Ir. EDGE. I tho.roughly agree with the principle enunciated 
by the Senator from Arkansas [l\Ir. CM.AW.iY] in that last 
statement-that you can go to a point in taxation where le s 
revenue will be brought in than if the rate is left at a certain 
mouest point That applies to surtaxes as wen. 

l\Ir. CARA WAY. I thoroughly agree with the Senator from 
~e.w Jersey that that is true. 

_fr. EDGE. But on this particular matter I may say in con­
clusion that I did not rise with the idea of getting into a dis­
cus "ion of the suhject at this time, because I frankly admit I 
am :oot sufficiently informed. As chairman of the subcommittee 
dealing with the question. I have asked the Post Office Depart­
ment for full information. They frankly admitted· that they 
would not be prepared to give full information until about the 
encl of the .fiscal J'ear, when they expect to have a complete 
1eport showing the result under the appropriations made by the 
lflst €ongress. 

~Ir. C.A.RAWAY. Air. President, I do not want this impor­
tant mattP-r to get tied up with the question of raising salaries. 
There ollght to be no tax on information. There ought to be 
the freest circulation of periodicals. The Senator from Illinois 
made the statement-and I take it he would not .have made it 
unless be had information that warranted bim in knowing he 
i.:; correct-that it largely tends to restrict the circulation of 
papers in agricultural communities, who more particularly use 
the post office. For the largest deliveries from city to city they 
use the express, but publications going into the homes of farm­
ers necessarily mu .. t go through the mail, and therefore it is a 
direct tax. at higher rates upon the sources of information of 
the agricultural communities. I would therefore very much like 
to .,ee the suggestion of llie Senator from illinois incorporated 
in the bill. It may not have great relation to it, but it has 
something to d-0 with the burden of government. 

l\lr. EDGE. The suggestion of the Senator from Illinois 
may have great merit, and I do not want to place my elf 
in the position of being opposed to it if the facts were before 
the Senate upon which we could base a real business judg­
ment. I can only repeat that I think at this time we are not 
in pos ession of all the facts an.d it would be a mistake to 
add this as more or less of a rider to a revenue producing bill. 

Mr. Sl\lOOT. Mr. President, I want to call attention to 
the total revenues for the years 1919, 1920, 1921, and 1922. 
Those were the years that were affected by the last change 
in tha law. In 1919 thei-e was an increase of 5.91 per cent 
over the previous rear. In 1920 there \Vas an increase of 
19.81 over the previous year. In 1921 there was an increase 
of 6.02 per cent over the previous year. In 1922 there was 
an increase of 4.61 per cent over the previous year.. There 
has been no year that there ha.s not . been an increase over 
the preceding year. The amount of the increases in do1-
1ars. and ceuts coultl be given, but we have not the facts, 
as stated by the Senator from New Jersey, to cover the whole 
subject matter. I think the facts ought to be had before we 
adopt such an amendment. 

1\Ir. CARA.WAY. l\Ir. President--
The PRESIDING OFFICER. Does the Senator from lJtah 

yield to the Senator from Arkansas? 
Mr. SMOOT. I yield. 
Mr; CARA WAY. I realize the sometimes lack of wis1lom 

in trying to inject a schedule or a rate or a matter into a 
revenue b~ll when we have not the full matter in our minds. 
I am makrng no pretense of being an expert on taxation but I 
would like to say this generally: I think it is so important 
that there be no tax on information, that the people ou<J'ht 
to be permitted to get their papers and magazines and the 
things that come to them at as low a rate as possible that 
it would be wise to accept this proposal in the biU and' wllen 
the bill is ready that covers salary increa~e~. 'which the 
Senator from N~w Jersey has mentioned, if then it was found 
to be unwL~ to barn done this, it coulcl be legislated out 
But we may not :;et the opportunity if we do not embrace 
it now. • 

:\Ir. FLETCHER l\lr. President, I want to inquire with 
regard to the increase. The Senator from Utah gave the in­
formation that there had been a certain increase in the revenue 
from the Post Office Department. The ame:oclment only api1lies 
to certain functions of that department. as I undecstand. 

~lr. SMOOT. But the figures I quoted only apvly to second-
class mail matter. 

l\Ir. FLETCHER The same as already involved? 
l\lr. S:i.\IOOT. Yes. 
1\lr. FLETCHER. There is now a proposal to reduce tho~e 

rates'? 
:\lr. S:\100T. Yes. 
l\lr. FLETCHER. Has the Senator any information from 

the department as to what effect that would have ou tlle 
revenues? 

:i.\Ir. S~lOOT. I have not. The Senator from Kew Jersey 
has already stated that we can not get that information until 
nearly the close of the fiscal year. 

Mr. \VILLIS. J:Ir. Pre ·ident, I desire to propound an in­
quiry to the Senator from Utah [:\Ir. S).IOOT] or the Senator 
from :Xew Jersey [:\Ir. EDGE] or the Senator- from South Da­
kota [.llr. STERLING] or !':Ome other Senator who can give the 
information. In commou with e-very other Member of the 
Sellate, I have ueen liaYing rnud1 correF:pondence from people 
about rates of postage. It has been my understanding that 
there is a joint commis~ion or committee that is going into the 
whole question and carefuUy examining the facts, and that the 
commission or committee will be in position to report at some 
time in the oot far distant future. If that is the ca e, it sPems 
to. me the determination of tills matter ought to be put off 
until we have the faeL Is there any such commission? 

l.Ir. STERLI:XG. There i~ no such commission for that 
purpose, but it is a matter tbat should, I think, come before the 
Committee on Post Offices and Post Roads. The Committee 
on Post Offices and Post Roads are contemplating even l!OW 
going into the whole mattel· of rates. A very comprehensive 
salary bill has already been reported to the Senate by the 
Senator from .r''"ew .Jersey, he being at the head of a Rub· 
committee of the Senate Committee on Post Offices and Post 
Roads having that in charge. . In. view of the fact that addi­
tional re\enue will have to be raised fol."' the purpose of 
meeting the increased salarie · provided for in that bill, the 
Committee on Post Offices and Post Roads will take up and 
consider the question of rates on the different cl.asses of mail 
matter. 

:Mr. WILLIS. Is it not a. fact that the Post Office Depart­
ment itself is now conducting an inquiry to get at the facts in 
the matter?. • 

l\Ir. STERLING.. Certainly. I am glad the Senator called 
attention to that point. The Post Office Department is endeav­
oring to ascertain the cost of carrying, handling, and distrib­
uting the different cla ses of mail. We are waiting for some 
information from the department on that question. 

Mr. McKil\"'LEY. Mr. President--
The PRESIDING OFFICER. Does the Sena.tor from Ohio 

yield to the Senator from Illinois? 
l\Ir. WILLIS. I yield. 
Mr. ]foKINLEY. Is it not a fact that the increases in rates 

ha-ve brought in no additional money, that in 1920 the income 
was $25,000,000, that the increase in 1921 only added $400,000, 
and that in 19'22 it dropped back to $25,195,000; in other words, 
that the rate is now so high that they do not use the mail for 
general distribution; but the farmer, who has to ui=:e the mails, 
is compelled to pay the higher increased rates? 

1\11:. STERLING. I can not quite answer the questiQn whether 
those are the facts, because I do not know. I have seen no 
report from the Post Office Department to that effect. 
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Mr. EDGE. The report is promised to the committee within 

the next mo months. 
Mr. CARAWAY. I notice the Senator's statement that they 

are going into the whole question. The thing I wanted to sug­
gest was that it looked like we might find some source of rev­
enue instead of taxing the source of the information of the 
people who are compelled to depend upon their papers and 
magazines. If we are going to increase everybody's wages­
and I am expre sing no opinion adverse to that-we ought to 
find some other source of revenue than a higher rate upon 
periodicals which go to the people residing in rural communi­
tie~·. Then it is exactly where you place it, if you raise or 
maintain the present high rates on publications. 

Mr. STERLING. I appreciate what the Senator from Ar­
kansas said in that regard, and it is a matter that will be 
considered by the committee. It bas already been informally 
discussed in connection with the question of rates on parcel 
post whether they should be increased or not, and if so, to 
what extent. 

Mr. CARAWAY. Why would it not be well-at least it 
would be a fine experiment-to let 1t go into this bill and see 
what effect it will have, and by the time the committee is 
i·eacly to consider the bill to whic& the Senator from South 
Dakota has referred we would have some actual information 
as to what a reduced rate might produce in the way of revenue? 
I am sure that we could raise the rates until they cease to be 
procluctive of revenue, until they dry up the very source from 
which we co1lect revenue. That sounds like such good Re· 
puhlican doctrine that it seems to me it ought to appeal to 
Sen; tors on the other side of the aisle. 

l\fr. STERI .. ING. The Committee on Post Offices and Post 
Ron<.1 · are considering kindred questions; and because they are 
nece. sarily interested in providing revenue, it ought to be a 
subject for that committee to consider. I am opposed t:o the 
amPn<lment on that ground, and on that ground alone. 

l\1r. WILLIS. All I want to say about the amendment is 
thi8: It may be if we had an opportunity to ascertain the facts 
that we all would support the amendment offered by the Sen­
ator from Illinois. But it seems to me that the question of the 
reduction of rates of postage on the different cla ses of mail 
matter is so delicate and so important that we ought not to 
undertake ju t in an offhand fashion to change those rates. 
It may very well be, after the matter has been looked into 
by the Post Office Depai'tment and by the Committee on Post 
Offices and Post Roads, that the rate~ will be found to be 
reasonable and equitable and just, but it seems to me it is not 
a good way to transact the public business here upon a great 
bill upon another subject to undertake to adjust postal rates. 

Mr. WILLIS. Certainly. 
Mr. HARRISON. We have taken the tax off of telegrams 

and telephone messages, off of automobile parts, ot'f of motion 
pictures to a certain extent, and refused to tax radios and radio 
parts. No report was had in reference to those matters. It is 
merely a question of removing a tax in a bill that seeks to 
reduce the taxes on the people. This reduction of rates to a 
pre-war basis, as I understand the amendment, only carries 
out the thoory that we were following with reference to tele­
graph and telephone messages, motion pictures, radio parts, 
and so on. 

l\fr. WILLIS. The Senator, of course, understands that 
there is quite a difference in the cases he cites. The question 
of the adjustment of postal rates on the different classes of 
mail matter is quite a different thing from a tax upon a radio 
receiver or an automobile. 

Mr. HARRISON. I do not care whether the term "rates " 
or " taxes " be used ; it means the same thing. 

l\fr. WILLIS. I yield the floor, Mr. President. 
Alr. WAD SW ORTH. Mr. President, without pretending to be 

an expert on this question, let me observe that from the begin­
ning I have never had any admiration for the zoning system 
of postal rates as applied to newspapers or to any other publi­
cation canying information; but we have had it for some 
years, and I suppose it will be some years before we can get 
rid of it. 

There is no doubt whatsoever, l\Ir. President, that the pres­
ent rates are too high. The more prominent publications of 
the country are t:o a great extent excluded from getting sub­
scriptions from persons living in the eighth, ninth, and t~nth 
zones. The cost of postage when the publication is carried to 
that distance is so great that the newspaper or the magazine 
can not pay it and still sell the publication at its ordinary sub­
scription rates to the recipients. I have a letter here from one 
of the managers of a great metropolitan dally in which is 
brought to my attf.llltion the. effect of some of these high rates. 
I beg lea-rn to read extracts from that letter, especially for the 
information of members of the Committee on Post Offices and 
rost Hoa.els, for to me the thing seems perfectly simple to 
under fand. This letter states : 

The pre~ent rates--war ta'Xes-imposed on the newspapers 1n the 
re,,-enue act .of ml 7 are excessive and unjust both in themselves and 
by comparison with rates for other classes of postal matter. 

The Post Office Department actually loses revenue by these prohib­
itive rates, the newspapers being forced to use express, baggage, and 
automobile serrices wherever possible. This paper alone for these 
services pays from $200,000 to $300,000 annually, which formerly· 
went to the post office. 

I interpolate that it makes no money for the Government 
when we drive the ·e publications out of the Postal Service as a 
means of distribution. 

:Because of the lack of information, because of the fact that 
the Committee on Post Offices and Post Road is now giving 
attention to the matter and that it is a subject properly be­
longing to that committee, and because the Post Office Depart­
ment it. elf i at the present time conducting an important in- -The imposition of postal rates which seriously curtail the circulation 
quiry to get at the facts so we may pass a just bill, it seems of newl'tpapers in other sections of the country than their own is con­
to me it would be unwise legislation to adopt the amendment trary to public policy and national interest. 
in this form. 

Mr. McKINLEY and Mr. HARRISON addreRsed the Chair. To that statement I heartily subscribe. 
:Mr. CARAWAY. The high rates actually prevent people 

T"l~~~ ~~~~I~~~0G w~~!~CER. Does the Senator from Ohl<> · fro~ bein~ able to get .newspapers and periodicals which are 
• 1\1 · WILLIS I yield first to the Senator from Illinois. published m other sections of the country, so that they may 

1 • ~ • · • . • keep abreast of the common thought. 
Mr. McKINLEY. If the a~ounts of money rece~ved m 1920, Mr. w ADSWORTH. I have suspected that that was the 

1921, and 1922 were all practically th~ same, and m. the mean- . . 1 . .0 back of the orio'inal zoning plan This letter 
time there llave been two raises wluch fall practically alto- prm~ipa" :ea n ° · 
gether on tile farmer, who has to receive this matter through continue:s · 
the mails, would it not be well to put the rate back? It makes New York newspapers are more concerned than those of other States 
no difference in dollars and cents. Would it not be better to because its newspapers are more national in their character and cir-
put it back to the lower rate? culation. 

Mr. WILLIS. If the Senator were absolutely sure of all I think that can not be truthfully denied. I think you will 
the matters he alleges as facts, that might be true; but, I re- agree that an increased circulation of New YOrk newspapers is 
peat, there has been no report upon the matter, and the ques- not a bad influence in our national affairs. 
tion of postal rates on the different classes of mailable matter 
is a Yery delicate and difficult thing. It is a difficult matter to 
appraise the elements of cost entering into the transportation 
of the mails. 

Mr point is that in the consideration of a great bill relating 
to another subject it is unwise legislation to bring in an amend­
ment that may have very important results that can not now 
be perceived. 

Mr. HARRISON. Mr. President, will the Senator now yield 
to me? 

Mr. WILLIS. I yield the floor. That is all I wanted to say 
on the subject. 

Mr. HARRISON. Before the Senator takes his seat may I 
ask him a que tion 1 

The postal rates on newspapers under the zone law are 1! cents per 
pound on news matter and from 2 to 10 cents per pound on advertising 
matter. These rates are 250 per cent higher than the old rates. This 
paper pays in the neighborhood of $400,000 a year more than under the 
old second-class rate. 

And remember, l\Ir. President, that in addition to that 
$400,000 a year this one newspaper pays between $200,000 and 
$300,000 for automobile, baggage, and express service in order to 
reach the more distant zones. 

Newspaper rates are the only postal rates increased since the war to 
a point higher than they were either before or during the war. This 
increase, too, in the face of practices adopted by the newspapers which 
enable the post offices to handle newspapers at less expense proportion-



Sl02 CONGRESSIONAL RECORD-SEN ATE MAY 8 
ately than any other class of mail. The newspapers save the Post 
Office Department all terminal and routing expenses of e-very kind. On 
the bulk of newspaper mail in the first nnd second zone the services 
performed by the Post Office Department are no more than simple bag­
gnge services. Newspaper mail does not go through the post office 
f'ither at the shipping point or at destination, being delivered by the 
publisher at the terminal and taken by the newsdealer on arrival; yet 
the lowest present newspaper rate of the Post Office Department is $2 a 
hundred pounds; the express rate within 500 miles, covering three 
postal zones, is $1 a hundred, and the baggage i·nte 30 to 60 cents. 

How can we expect the newspapers to use the mails when 
they get other service at half the price? No wonder the rev­
enue of the Post Office Department shows no increase worthy 
of the name, in spite of a doubling of the pre~war rates on 
newspapers. 

l\Ir. McKINLEY. l\Ir: President, will the Senator yield? 
~fr. WADSWORTH. I yield. 
1Ir. McKINLEY. Is it not also unjust in this respect that 

the farmer must use the mail and can not get the advantage of 
the low bur;gage antl e. press rates of which those who live in 
the city have the benefit? 
· Ur. WADSWORTH. I think that is true; I think the present . 
system operate~ to provide unequal distribution of reading mat­
ter for wllich the entire American people have a real need. 

Mr. GERRY. :Mr. President--
The PRESIDENT pro ternpore. Does tbe Senator from New 

York yield to the Senator from llhode Island? 
Mr. W.\DSWORTH. I yield. 
~Ir. GEilRY. Can the Senator tell us whether the former 

secoml-class mail rates were remunerath~e1 Did they pay for 
the expeuse incurred? 

Mr. WA.DSWOilTH. I haYe not tlw~e figures \\ith me. I 
know that the increase in the rates has not incren.f'ed the 
re\·enue. 

Mr. GERRY. But, independent of that, what has been the 
result? 

l\lr. ~l\iOOT. There has been an increase in revenue. 
~1r. WADSWORTH. The incre-ase is not worthv of the name. 
l\Ir. S::UOOT. I barn just stated tl1e amount au'd given tlle 

percentages by which the re1enue,:.; have been increased over the 
preceuing years. • 

)fr. WADSWORTH. Does the Sen:nor believe t:hat a dou­
bling of iw. age rate 'iVhich increases the reTenue only 4 per 
(·ent is good husine ·s? 

~1r. S~lOOT. The Senator from Utah has not said that at all, 
antl tlio~e are not the facts in the case. 

Mr. W .AD SW ORTH. I thought I heard tlle Senator read 
that in one year the receipts increased 4 per cent over the 
preceding rear? 

l\Ir. S.JIOOT. In 1919 the incrense was G.19 per cent, in 1920 
it was 19.81 per cent, in 1921 it was 6.02 per cent. in 1022 it 
was 4.61 per rent. All those percentages . represent increases 
over"the year preceding. So there has been an increase begin­
niug in 1D19 of 5.m per cent over the prel'.eding year. of 19.81 
per eent the next year, of 6.02 per cent the next year, and of 
~un per cent the next year. I will say that I think the whole 
que:;;tion ou~ht to be settled, and if the Post Office Committee 
tinds that the rates ought to be decreased I will vote for such 
~ decrea:;e, no matter wllat may come, if it is right; but tWs 
is not the proper place to provide for uch legislation. 

Mr. W :1DSWORTH. That is a question of policy, but I am 
~udeavormg to place before the Senate~ probably in an inade-
11uat_e way, certain facts as they affect some ·of the publications 
of t.ue country. This is not the first time th.is question has 
heen <li.scussed in the Senate. I have been here for more than 
nine years, and I have heard it discussed most exhaustively at 
1east three times, and every discm;;sion has resulted as I recall 
ju maintaining ~ increased rates, and no good h~s been don~ 
by it. 

)Jr. EDGE. Ur. President, is the fact that there has not 
been any increase in income conclusive that the higher rates 
lu11e brougllt about that result? In other words we are now 
comparing, as I recall the figures of the Senator from Illinois 
the present conditions with those before the war. I am not 
entirely informed, but there is a question in my mind if this 
type ?f publicat~m1s has been as freely distributed, whether by 
one kind of carrrer or another, since ilie war. In order to form 
a definite conclusion we must have all the facts. I do not 
know, but it seems to me we can not merely accept the gross 
amount of income as being entirely conclusive. 

Mr. WADSWORTH. Mr. President, if the statement made 
by the Senator from Utah a while ago that the increase in 
receipts one year over another has· apparently, as I recall, 
~l\eraged from 4 to 6 per cent is correct, and that state of 

affairs is the result of having doubled the postage ra.tcs on a 
certain class of mail matter, I claim that doubling the rates is 
a failure. 

Mr. CA.RAW AY. .May I ask the Senator a question? 
Mr. WADSWORTH. Certainly. 
Mr. CARAWAY. The question of expediency has been raised 

by the Senator from Utah. We struck the tax off telegrams 
and telephone messages because they were sources of informa· 
tion. If it were appropriate to strike the tax off of those 
instrumentalities, why would it not be approprlate to relieve 
second-class mail matter, which is a source of information 
from the extra burden it carries? Is there not an analogy 
between the two? 

:\Ir. WADSWORTH. I think, other things being equal, that 
is a logical conclusion. I do not thiuk that a reduction in 
postal rates will r1:1duce the revenue, because I think there 
would be many more pieces of mail carried. 

l\!r. CA.RA WAY. It would certainly tend to disseminate 
information. 

::..Ir. WADS WORTH. I huve referred to one newspaper alone 
tbat spends between $200,000 and $300,000 nnnnn.lly to get its 
newspapers into a portion of the country where the postal rates 
are prohibitive. Why not 'ilave the Post Office Department get 
some of tb~.lt money? That is my contention. 

l\Ir. EDGE. I do not think tliat result follows in tbe case of 
the parcel post, as I believe the Senator will agree, if he will 
hrrestigate it. The parcel-post rates to-day, in my judgment, 
woulU ::itand a considerable increase and the revenues of the 
Government would be greatly increased thereby. 

l\lr. \YA.DSWORTH. I do not think the Senator would insist 
that a uewspaper should be delivered by parcel post. That 
service would scarcely be worth while for the delivery or a 
11aily ne\Ysp..aper. 

~lr. ~kKI~LEJY. 1\fr. President, I ask for the yeas and nays 
on the ameudment. 

:\Ir. DIAL. Mr. President, from the information I have, this 
anie1111ment ought to be adopted. If it shall not be adopted 
now, it will be a long time before the parties who are entitled 
t<1 its henefiti.; can possibly receive them. It is true the depart· 
meat i~ lookin~ into this matter, but certainly another session 
will inten-ene before we ean secure a report. 

In my section of the country large quantities of newspapers 
and periodic11ls are being delivered by trucks instead of being 
tarried through the- mail, and, as a con "equence, the G<>vern· 
rnent is losing the postage which would otherwise be derived. 
I h·ust that the amendment will be agreed to. 

The PRESIDENT pro tempore. The question is on the 
amendment proposed by the Senator from Illinois. 

Ur. McKH\"LJ.JY. I ask for the yeas and nays. 
Mr. HARRISON. Let us have the yeas and nays. 
'1'11€ yeas ancl nays wet·e ordered, and the reading clerk pro· 

ceelied to D111 the roll. 
Mr. J,ODG:rn (when his name was called). I have a general 

pair with the Senator from Alabama [Mr. UNDERWOOD]. I 
transfer that pair to the Senator from Vermont {.Mr. GREE?\'E], 
and will vote. I vote "nay." 

The roll call was concluded. 
l\lr. COLT. Has the junior Senator from Florida [Mr. 

TR_:\MMELL] voted? 
The PRESIDE?\~ pro tempore. That Senator has not voted. 
l\fr. COL'l.1• I have a pair with that SenRtor. I transfer that 

pair to ihe senior Senator from West Virginia [Mr. ELRINsJ, 
and will Tote. I vote "nay." 

Mr. GLASS. Being a newspaper publisher, and therefore 
pecuniarily interested in the result of this vote, I withhold my 
vote. 

Ur. OVERMA.i."l (after having voted in the affirmative). I 
observe that my pair, the senior Senator from Wyoming [Mr. 
WARR~] is absent. I transfer that pair to the Senator from 
Texas [l\fr. MAYFIET..D]. and will let my v<>te stand. 

JI.Ir. COPELAND. I desire to announce that ir' the junior 
Senator from New Jersey [)Ir. EDWAllDs] were present he 
would vote "yea." 

l\Ir. Sil\11\IO:NS (after having voted in the affirmative). I 
transfer my general pair with the junior Senator from Okla· 
homa [Mr. HARRELD] to the junior Senator from .Kew Jersey 
[Mr. EnwARDs], and will let my vote stand. 

Mr. FLETCHER (after having voted in the affirmative). I 
transfer my general pair with the Senator from Delaware 
[~Ir. BAI.Ll to the Renutor from New ::\lexico [:\fr. JONES], and 
will let my vote stand, 

Mr. GERRY. I desire to announce that the Senator from 
Oklahoma [Mr. OWEN] is paired with the Senator from Illinois 
[l\lr. McCORMICK]. 
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Mr. CUH.'.I1IS. I desire to announce the absence of the junior 

Senator from Wisconsin [Mr. LENRoorr] on account of illness. 
The result was announced-yeas 55, nays 18-as follows : 

Adams 
Ashurst 
Bayard 
Brandegee 
Brookhart 
Brousard 
Bruce 
Burs um 
Cameron 
Carn way 
Copeland 
Dale 
Dial 
Dill 

Borah 
Colt 
Curtis 
Edl!e 
Fess 

YEAS-55 
Ernst 
Fernald 
Ferris 
Fletcher 
Frazier 
George 
Hale 
Harris 
Harrison 
Heflin 
John on, Call!. 
Johnson, Minn. 
Keyes 
King 

Ladd 
McKellar 
McKinley 
McNary 
Moses 
Neely 
Norbeck 
gddie 

verman 
Ralston 
Ran dell 
Re.ed, .llo. 
Robinson 
Sheppard 

NAYS-18 
Gerry 
Goo<lin"' 
Jones, "'ash. 
Kendrick 
Lodge 

~~orris 
Pepper 
Phipps 
Reed, l'a. 
Smoot 

NOT VOTING-23 
Ball Glass Lenroot 
Capper Greene McCormick 
Couzens Harreld McLean 
Cummins Bowell Mayfield 
E1lwards Jone:::, N". Mex. Owen 
Elkins La D'ollette Pittman · 

Shields 
Shipste(d 
Simmon 
Smith 
Stanfield 
Stephens 
Swanson 
Wadsworth 
Wa.lsh, :Mass. 
Walsh, Mont. 
Watson 
Weller 
Wheeler 

Spencer 
Sterling 
Willi 

Shortridge 
Stanley 
Trarnmiill 
Underwood 
Warren 

So Mr. ::\1cKINLEY's amendment was agreed to. 
Mr. TRAJ\E\fELL subsequently aid: Ur. President, I was 

temporarily absent from the Chamber on official business at 
the time the Yote wa talcen on the McKinley amendment to 
the i·evenue bill. I desire the RECORD -to show, however, that I 
wa paired with the Senator from Rhode Island [Mr. COLT]. 
Th1tt pail' as ob erved, and was stated when the vote was 
'taken, but I also desire to tate that I was in favor of the 
amendment and hould ha\e YOted for it had I been present and 
permitted to v-ote. 

l\Ir. MOSES. Mr. President, I otter the amendments which I 
send to the desk and ask to have stated. 

The PHESIDENT pro tempore. The amendments will be 
stated. 

The RKrniNG CLERK. To section 214, subsection 10, add as 
subsection ( B) : 

(B) In the case of lands managed for the production of crops of 
timber all expenditures pertaining to snch management, including 
expenditures for protection, tn.xes, administration, planting, cultnte, 
et cetera, or at the option of the owner acting consistently from year to 
year, such expenditures may be capitalb:ed: Provided, That in the 
case of such expenditures for planting and/or culture there may be 
deducted in any one year not to exceed 15,000 or 10 per cent of the 
net income of the taxpayer computed without the benefit of this sub­
section, whichever is greater. If and to the extent that such ex• 
penditures are capit:i.lized they shall be added to and shall form a part 
of the basis used in the determination of depletion, or of gain or loss 
from sale, exchange, destruction, or other disposal of tbe timber to 
which such expenditures pertain. 

To section 214, subsection 10, add as subsection (0): 

(C) One-half only of the net income resulting from nnd allocable to 
the conversion, utilization, sale, or other di posal of timber from or 
together with lands managed in good faith for the production of crops 
of timber shall be used in determining the net income subject to tux : 
Prot•Uled, That this subsection shall apply only to trees left for seed, 
to trees left for further growth, nnd/or to second-growth timber 
produced by natural and/or artificial means. 

Mr. SMOOT. Mr. President, the object of this amendment is 
to encourage reforestation, in order that the fore ts of the coun­
try shall not be depleted and that a system of reforestation 
shall be establishecl in the United States. The amendment is 
designed to encourage tbat which everybody in the United States 
desires to have encouraged; and I have no objection to the 
amendment. 

l\Ir. KING. Mr. President, I should like to ask the Senator 
from New Hampshire if he has any estimate as to the probable 
cost or diminution of revenue to the Government, and the prob­
able number of those who may take advantage of the provisions 
of this amendment? 

lUr. MOSES. l\1r. President, that is an estimate wholly im­
possible to obtain; but the opinion of the Select Committee on 
Reforestation, as a re ult of whose labors these amendments 
were produced, is that the amount of money involved to the 
Federal Treasury will be comparatively slight. 

The great benefit which is sought to be obtained from these 
amendments is to set an example for State legislation along 
these lines. The Select Committee on Reforestation discovered 
two principal elements militating against the extension of the 

forest cover and operating very directly upon the destruction of 
the forest cover, to wit, the depredations by fire and the exces­
Si'\"e carrying charge necessitated by taxes upon timberlands. 

The constant effort of the committee as it journeyed about 
the country taking testimony was to exert persuasion upon 
local forest authorities, upon local tax authorities, upon mem­
bers of legislatures, as the committee came in contact with 
such, to the end that the State taxation laws should be so 
drawn as to encourage the growing of timber as a crop, so that 
the country might be assured of a constant supply of this most 
useful material and fast-disappearing material, I may add; 
and it was deemed by some of us on the committee that if the 
Federal Gcrrernment was to seek to apply pressure upon loca.I 
legislatl\te groups to that end it was certainly incumbent upon 
the Federal Government itself to do something with its own 
tax laws to show good faith and to set an example of the type 
of legislation which might produce this result. 

Ur. KING. l\Ir. President, I thank the Senator for his re­
sponse to my inquiry, and I desire to submit one or two observa­
tions apropos of his statement. 

Many laudable and altruistic purposes are projected from 
time to time, for which, of course, only words of commenda­
tion. should be uttered ; but this seems to me to be a scheme-­
and I do not use the word at all offenst\tely-a project to use 
the taxing power for the purpose of ·ecuring a result which all 
would concede to be beneficial. It is a matter of fact that too 
little attention has been paid by the States to the question of 
reforestation, as a result of which we are lacking in some 
parts of our country in an adequate timber supply, and doubt­
less unless some steps shall be taken by the States in a few 
years we may be lacking in many species of timber which are 
-rery necessary, if not indispensable, in our industrial and eco­
nomic development. 

Howe-..·er, may it be said, for many years, particularly since 
Mr. RooseYelt began talking about conservation of natural 
resources, th~ cry has gone out almost constantly that next 
year or the sear following would see an end to our coal sup­
plie and our timber supplies. We now find that we have coal 
enough to last for millions of yen.rs. I concede that our timber 
supply in a few years will be inadequate ; but the point I am 
trying to make is that we too often use the taxing power­
whicll ought to be u ed onJy for the purpose of getting reve­
nue, and onls re-renue sufficient for the purposes of the Govern­
ment-to accomplish some other object. We accomplish in an 
indirect way that which is not permissible if we properly in­
terpret the taxing power of the Government 

Under the taxing power of the Government we have done 
many things that could only be justified as a police measure, 
if Congress had the power, and it did not have it. We have 
converted the taxing power of the Government into a basis for 
police regulations. That is mere general observation. 

In this particular in tance the able, conscientious worker, 
the Senator from New Hampshire, seeks to increase the re­
forestation of certain lands of our country by the use of the 
taxing power of the Government. It is true we do not tax, but 
we create exemptions. It was argued here the other day with 
very great force by the Senator from 1\Iissouri and the Senator 
from Arkansas and other able Senators that when we denied 
certain exemptions with respect to the dividends derived from 
tax-exempt securities, it was direct taxation, or, rather, dis· 
crimination against them, and was a species of direct taxation. 
So now we invoke the taxing power of the Government for the 
promotion of reforestation. That there should be reforestation 
goes without saying. How shall it be accomplished? Ob­
viously, not by indirect metbod&--by the application of the tax­
ing po\ver of the Government. 

The chairman of the committee, however, has accepted the 
amendment for the committee, and I suppos~ it will go to con­
ference. I only want to express my dissent from the proposi­
tion that we may use the taxing power of the Government for 
the purpose of accomplishing objects, no matter how worthy 
and meritorious, which may not in a proper interpretation of 
the Constitution be undertaken by the Federal Government 

Mr. CARA WAY. lUay I ask the Senator a question? 
Mr. KI.i:JG. I yield to the Senator. 
Mr. CARA WAY. It strikes me that we have used the tax­

ing power for so many evil purposes, if we find some worthy 
purposes the Senator ought not to object to it 

Mr. KING. I think there is very much in what the Senator 
says. 

Mr. MOSES. Mr. President, I quite agree with what the 
Senator from Utah has said about the various methods of em­
broidery which have been applied to the taxing power, and to 
other functions of the Government. Nobody who has witnessed 
the course of legislation here and in the State capitals would 
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hesitate for a moment to share fully all the views expressed by 
the Senator from Utah as to the departures which have been 
made by the lawmaking bodies from the purposes of the 
founders. 

The Senator called attention to one or two things. I was 
amazed that he did not point out how we are gradually making 
the organic law, not only of the country but of the States, 
a mere collection of police regulations. 

However, Mr. President, I have been very much surprised 
that the Senator from Utah should have chosen this particular 
piece of legislation as a basis for the observations which he 
advanced, because in the labors of the select committee on re­
forestation, taking testimony, as that committee did, in more 
than half of the States of the Union, in each of the States 
where the forest problem presents itself in any acute manner 
it became our duty to study the body of State legislation con­
nected with this whole problem of reforestation, and we found 
that a few States had taken advanced positions regarding the 
taxation of timberlands to the end of supplying to them­
selves as constant a supply of timber material as might be had 
from their remaining forest area. It so· happened that two of 
the States which had acted in this enlightened manner were 
the State of utah and the State of New Hampshire, wpere 
legislation exactly of the character proposed here had been 
enacted. 

The legislation in force in Utah was drawn by the distin­
guished Senator from Utah some years ago, and the legislation 
in force in the State of New Hampshire was drawn by-the 
more humble .Member of this body now addressing the Chair. 

Mr. KING. Will the Senator yield? 
1\1.r. CARAWAY. Permit me just to say this, that I was for 

the measure, but I hope Senators will permit me to withdraw. 
[Laughter.] 

l\fr. KING. I think perhaps the fir:::;t bill I had the honor 
of introducing in the legislature, when I was younger than I 
am now, was a bill which was proper under the power of the 
State in dealing with local and domestic affairs. That bill 
gave certain credits to farmers and to other landowners 
against their taxes proportioned to the number of trees of a 
certain character which they would plant. I am glad to say 
that the act was quite beneficial, and a number of States took 
advantage of the example set by that very young State; and 
I think it has been of considerable advantage. But the power 
of the Federal Government to tax is one thing, and the power 
of the State is another. 

Mr. MOSES. Quite true, Mr. President; but one conclusion 
which was constantly and most forcibly brought to the atten­
tion of the Select Committee on Reforestation was that the ques­
tion of assm·ing a timber supply for the country was passing 
out of the zone of. State in:tluence and authority and was be­
coming a purely national problem. In other words, watching 
the progress, the movement westward, of the center of the 
lumber industry, first from New England, thence to the Hud­
son River, thence to Michigan, thence to the Northwest, and 
now on the edges of the Pacific coast, having come to the jump­
ing-off place, when there is no further movement for it to 
make in the western direction, the problem becomes one which 
the National Legislature most properly can attack. The views 
which the committee found enforced upon them, no matter 
what might have been their initial opinions when they under­
took the inquiry, were views that brought us to realize that 
the Federal Government must take affirmative steps by in­
creasing its activity in the line of fire protection, of the ex­
tension of the public forests, in the higher utilization of the 
timber territory of the public lands and of the national forests, 
and in pointing the way for the State legislatures so to re­
form their statutes that the element of taxation might be 
brought in as a considerable incentive and inducement toward 
the growing of timber as a crop. 

Believing as I did about the subject, I could see no other 
way in which the Congress could undertake such action for the 
benefit of the States and for the encouragement of the States, 
and looking toward the solution of this problem, which I regard 
as wholly national, and which I know to be growing more 
acute, than to present an amendment to this bill, so as to set 
up a standard to which the State legislatures might repair, 
and I am very glad the chairman of the committee takes that 
view of it and accepts the amendment. 

Mr. HARRISON. Mr. President, there seems to be such 
strong sentiment for the amendment offered by the Senator 
from New Hampshire, who has given much study to this 
important question of reforestation, that I merely desire to 
say--

~1r. MOSES. The Senator himself was a member of the 
committee. 

Mr. HARRISON. I simply desire to say, as a member of 
the committee when this matter was broached, I was one of 
~e members of the committee who voted against the proposi­
ti~n, ~d consequently I shall vote against the amendment at 
this time. 

The I!RESIDENT pro tempore. The question is on agree­
ing to tlie amendment. 

The amendment was agreed to. 
Mr. SHIPSTEAD. Mr. President I offer the amendment 

which I send to the desk. ' 
The PRESIDENT pro tempore (Mr. Cmnrrns). The Secre­

tary will state the amendment. 
The READING CLERK. On page 252 the Senator from Minne­

sota moves to insert the following after line 16 : 
SEc. 1113 A. A refund or abatement of taxes paid or assessed or to 

be assessed under the revenue act of 1916, the revenue act of 1917, 
the revenue act of 1918, and the revenue act of 1921, subject to the 
limitations therein provided, shall be granted to any farmers' or 
other mutual hail, cyclone, or fire insurance company ff otherwise 
exempt under paragraph 10 of section 11 (a) of the revenue act of 
1916 and the revenue act of 1917, and paragraph (10) of section 231 
of the revenue act of 1918 and the revenue act of 1921, without any 
requirement that such above-mentioned organization be of a purely 
local character. 

Mr. SHIPSTEAD. Mr. President, this amendment means so 
~uch to the farm~rs' mutual fire, hail, lightning, and tornado 
~nsurance compames, having over $10,000,000,000 of insurance 
m 18 States, that I am going to ask the indulgence of the 
Senate for a few minutes while I explain the amendment 

This amendment proposes to refund or abate taxes pakl or 
assessed, or to be assessed, under the revenue Jaws of 1016, 
191 ~· 1~18, and 1921, to farmers' or other mutual hail, cyclone, 
or fire msurance companies, under certain conditions. 

No doubt you will be under the impression from the read­
ing of this amendment that it involves a refund of large sums 
of money from the Treasury, but such is not the case as I 
shall show Inter. No doubt it will occur to you at on<:~ that 
this amendment would be retroactive, and would excuse cer­
tain companies from paying a large amount of income tu 
that should have been paid a long time ago. I shall endeavor 
t? show that this amendment is not retroactive, but a pro· 
vision that will repeal a retroactive ruling recently made by 
the Commissioner of Internal Revenue, the effect of which 
ruling is that OYer 2,000 purely mutual insurance companies 
which ever since 1916, until recently, have been held by re­
peated rulings not to be subject to an income tax, are now 
called upon to pay income taxes, hea VY penalties, and inter­
est from the year 1916 up to the present time. Under these 
circumstances this amendment can not be said to be retroac­
tive, but simply a provision to prevent the Commissioner of 
Internal ReYenue from carrying out a retroactive ruling that 
has the force of law, compelling these insurance companies to 
pay a so-called income tax for the eight years last past. 

Mr. Sil\11\f ONS. When was the ruling_ to which the Senator 
has refen·ed made? 

Mr. SHIPSTEAD. About a year ago. 
Mr. SIMMONS. The law had been the same as 1t was 

under the acts of 1916, 1917, and 1918, and no tax had been 
assessed against these companies? Were there any rulings 
of the Secretary of the Treasury that they were not s11bject 
to tax? 

Mr. SHIPSTEAD. Oh, yes; the question had been ruled 
upon by tbe Treasury from year to year. 

Mr. SIMMONS. The tax had not been collected because the 
Secretary of the Treasury ruled that they were not subject to 
tax? 

Mr. SHIPSTEAD. I shall cover that. 
Mr. SIMl\IONS. I simply wanted to understand what the 

Senator said. 
Mr. SHIPSTEAD. The Senator is correct. 
Mr. SIMMONS. Now, without any recent change in the law, 

about a year ago the Secretary reversed himself and now nolds 
that the companies are subject to tax under these several 
cases? 

Mr. SHIPSTEAD. Yes. The Senator is correctly informed. 
Before the adoption of the revenue law of 1916 representa­

tives of 10 leading mutual insurance companies appeared before 
the House Ways and Means Committee and presented their 
claims as to why they should be exempt from paying any in­
come taxes on their receipts. It must be borne in mind that 
the income of farmers' mutual insurance companies consists 
solely of assessments, dues, and fees collected from members 
for the sole purpose of paying their losses and expenses and 
that no profit whatever is made by the company itself. Tlle 
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House Ways nnd 1\Ieans Committee agreed that these mutual 
insurance companies should be exempt, and the following pro­
vision was placed in the revenue law of 1916: 

,'Ee. 11 (a). That there shall not be taxed under this title any in­
e-01ne received by any-

• . . . . . . 
Tenth. Farmers' or other mutual hail, cyclone, ~r fire insurance com­

pany, mutual ditch or irrigation company, mutual or cooperative tele­
phone company, or like organization ot a purely local character, the in­
come of which consists solely of assessments, dl'les, and fees collected 
from members for the sole purpose of meeting its expenses. 

Under the interpretation then made of the law the farmers, 
mutual insurance companies were exempt as long as their in­
come consisted solely of assessments, dues, and fees used for the 
sole purpose of meeting expenses, and it seems to me that this 
is the only reasonable interpretation that can be placed upon 
this law. 

Practically the same exemption was incorporated in the 
1917 revenue act as well as the revenue acts of 1918 and 1921. 
Under these laws the office of the Commissioner of Internal 
Revenue issued rulings from time to time, and letters to prac­
tically all the companies, holding that as long as the income 
came from the sources and were u ed for the purposes men­
tioned in said act or acts, the companies were not liable for any 
income taxes. I will give a brief statement as to the rulings: 

I will say to the Senate that I have gone in great detail in.to 
the history of the rulings and revenue acts as affecting these 
companies in order to clear up the confusion that seems to 
ha \e prevailed concerning this form of legislation. 

The first regulations relating to the exemption of mutual 
insurance companies under the revenue act of 1916 are as 
follows: 

Regulation 33, article 69, page 51, issued in 1918: 
AnT. 69. Mutual insurance companies, etc.: The organizations men­

tioned in paragraph " tenth" of section 11, act of September 8, 1916, as 
n.mended, are specifically exempt provided that their entire income 
consists solely of asses ments, dues, and fees collected from members 
for the sole purpose of meeting expenses incurred in pnr ua.nce of the 
purpose for \vhich organized. If any of such organizations have income 
from any other- source other than assessments, dues, and feel', such 
income will be held to be subject to tax, a.nd the organizations receiving 
the same will be required to make returns and to par any tax thereby 
shown to be due. 

Hegulation 45, 1919 edition, contained in article 521 the fol­
lowing sentence: 

'l'he phrase " of a purely local character " qualifies " only like or­
ganizations." 

Regulation 45, 1920 edition. as issued by the Treasury Depart­
ruen t, contained in article 521 the same sentence. 

Regulation 45, 1921 edition, contained the same sentence in 
article 521, adding the following explanatory matter: 

An organization of purely local character is one whose business ac­
th·ities are confined to a particular community, place, or district, 1rre­
l!pcctive, however, ot political subdivisions. 

The word " purely " intcn Hies and limits " local," and indicates a 
clear intention on the part of Congress to exempt from taxation only 
such " like organizations " as are entirely and unqualifiedly " local " 
in their operations. 

The exemption of the 1921 law is as follows, almost word 
for word the same as the 1916 provision : 

SEC. 231. That the following organizations shall be exempt from 
taxes under this title : 

• • • • • • • 
(10) Farmers' or other mutual hail, cyclone, or fire insurance com-

panies, mutual ditch or irrigation companies, mutual or cooperative 
telephone companies, or like organizations of a purely local character, 
the income of which consists solely of assessments, dues, and fees 
collected from members for the sole purpose of meeting expenses. 

The new official interpretation of this paragraph which 
causes all this trouble is found in article 521, regulation No. 
62, and the part of which article that affects farmers' com­
panies or changes certain rulings as to fam1ers' companies is 
as follows: 

An organization of n " purely local chmacter " is one whose busi­
DC6S activities are confined to a particular community, place, br dis­
trict, irrespective, however, of political subdivisions. The word 
" purely" intensifies and limits "local" and indicates a clear inten­
tion otl the part of Congress to exempt from taxation only such organi­
~atlons as are entirely and unqualifiedly "local" in their operation. 

r.rhat is the ruling that has caused all the trouble. The rul­
ing of the commissioner entirely repeals all former rulings 

made with reference to these companies during the six years 
following the adoption of the revenue laws of 1916. 

Let us analyze more fully the difference between this ruling 
and all prior rulings. 

Mr. JONES of New Mexico. Will the Senator state the .date 
of that ruling? 

l\lr. SHIPsrrEAD. I have not the date here. I got the 
ruling out of the Treasury regulations for 1922. 

1\lr. JONES of Kew Mexico. I wanted to know the date of 
the ruling, when they changed their interpretation. 

Mr. WATSON. My recollection is it was about two rears 
ngo. 

Mr. Sll\ll\f ONS. I think it was in 1922. 
Mr. SHIPSTEAD. The regulations issued by the Treasury 

Department do not always carry the date of each individual 
ruling. The pamphlet or bOoklet contains the rulings of the 
Treasury Department on the revenue act of 1921 and the regu­
lations issued in 1922. 

Mr. WATSON. If the Senator will permit an interruption, 
Mr. Gregg, of the Treasury Department, informs me the rul­
ing was made February 15, 1922. 

Mr. SHIPSTEAD. I thank the Senator. 
It will be noticed that in said section 10 that certain com­

panies are specifically enumerated, namely : 
1. Farmers' or other mutual hail, cyclone, or fire insurance 

companies. 
2. Mutual ditch or irrigation companies. 
3. Mutual or cooperath-e telephone companies. 
Then comes a general clause " or Uke organizations of a 

purely local character." Next comes another modification as 
to all the classes of companies previously named which is 
this-
the income of Which consists solely of assessments, dues, and fees col­
lected from members tor the sole purpose of meeting its expenses. 

In construing this law prior to the regulation of 1922, the 
Revenue Department held, and correctly held, that the words 
" like organizations of a purely local character " did not modify 
or qualify any of the companies previously particularly enu­
merated in said section. In other words, when the question 
as to whether or not a farmers' mutual fire insurance company 
was exempted from an income tax, the only words of said 
section that were held applicable to said company would be 
the following : 

Farmers' mutual fire insurance company tbe income of which con­
sist i-olely of assessments, dues, and fees collected from members 
for the sole purpose of meeting its expense. 

In other words, it was held that the words in said section 
" of a purely local character " did not apply to a farmers' 
mutual fire insurance company, but thnt the words "of a 
purely local clmracter" woulp apply only when a company 
that was not specifically enumerated in said section should 
come and claim exemption under said net on the ground that 
they were a "like organization." 

The oniy judicial authority that the Commissioner of In­
ternal Revenue relies on for changing this ruling is the de­
cision of a United States district judge in the case of Com­
mercial Health and Accident Co. v. Pickering, reported in 
281 Federal Reporter nt page 539, which case was decided on 
January 3, 1922. This was a case in which a mutual life in­
surance company doing bnsiness throughout the entire State 
of Illinois sought to be exempted from income taxes under 
paragraph 10 on the ground that they were " a like organiza­
tion" to the companies particularly enumerated in said sec­
tion 10. 

The words " of a purely local character " modify or qualify 
the words "like organization" and all the learned district judge 
had to decide in the case and the only ql!estion that was up 
befo1·e him for judicial determination was whether or not the 
company was u " like organization " so as to come within tltB 
income-tax exemption given by said paragraph to the com­
panies particularly enumerated, such as farmers' or other 
mutual hail, cyclone, or fire insurance companies, and so forth. 
But the learned judge went further than merely to decide the 
issue before him and attempted by obiter dicta to define the 
law applicable to all companies enumerated in said section, 
although that was an entirely irrelevant question and not in­
vol.-ed in the case that was up before him for decision. Tlle 
learned judge said : 

We do not ~lieve that it was the intention to exempt farmers' 01· 
other mutual hail, cyclone, and fire insurance companies, etc., gen­
erally, but only such as are of a purely local character. 

But the court went further than that and said, "a proper 
i·eading of this parag1'aph-referring to said paragraph 10-
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requires the interpolation of a comma after the words ' like 
organization.'" When courts go so far as to interpolate commas 
or otherwise change the punctuation of an act of Congress in 
order to get an excuse for deciding a case a certain way, then 
I do not think that the amendment is open to the charge tbat 
it proposes a retroactive law. 

This new ruling very seriously affects farmers' mutual fire 
insurance companies which have sprung up all over the United 
States since the year 1825. Bulletin No. 697, issued by the 
Department of Agriculture, shows that in the year 1916 there 
were nearly 2,000 farmers' mutual insurance companies in the 
United States, which carried insurance for more than five 
and a quarter billion dollars and these companies have been 
held out to the people by the Agricultural Department, by farm 
journals, and political orators as an example of what can be 
accomplished by real cooperation and as indicating that co­
operation will cure all the ills of the farmer. I quote the 
following from that bulletin : 

The marked success of this form of cooperation has also been an 
encouragement to farmers to attempt other cooperat;ive enterprises. 
It bas stimulated their faith in one another and strengthened their 
confidence in their own ability to do things somewhat removed from 
their primary occupation of raising crops and producing other raw 
materials. If farmers could manage successfully their own insur­
ance company and save money in so doing, why could they not make 
tbeit' own milk into butter and cheese, provide themselves with fresh 
beef by the organization of so-called meat rings, operate their own 
telephone company, market some of their own farm products, and even 
purchase cooperatively some of their needed supplies? 

What have these companies accomplished? They have pro­
vided a good, reliable system of insurance at a cost of about 15 
cents per hundred dollars a year, generally collected by an 
assessment based upon their losses. I have a statement show­
ing that the insurance charged by a stock company upon a 
farm in a certain locality is $1.45 per $100 for a term of three 
years, while the assessment in the farmers' mutual insurance 
company, operating in the same neighborhood, has amounted 
in three years to 45 cents per $100, representing a clear saving 
of $1 per hundred. 

How is this accomplished? Not by refusing to pay losses, 
but by cutting down expenses to the minimum. Laws have 
been passed in nearly all the States providing for a simple 
form of incorporation, under which the usual costs are from 
$1 to $1.50 for recording the articles. When a farmer takes 
out insurance he lists the property that he wants insured and 
signs an undertaking that he will :pay his pro rata share of all 
losses incurred by other members of the company. The usual 
officers, such as president, secretary and treaurer, and a board 
of directors, are provided for in their articles and tbe laws of 
the State in which they operate. The secretary's office usually 
consists of a writing desk in t¥ corner of a sitting room in a 
·mall farmhou e, and the furniture and fixtures belonging to 
the company generally consist of an iron safe and a small 
writing desk. No large commissions are paid to agents for 
soliciting and selling insurance. This work is generally per­
formed by a member of the board of directors, who receives 
a fee of about $1 for drawing an application. Losses are 
adjusted by a committee of directors, who receive a small fee 
per diem for the actual time spent in the service of the com­
pany. 

I have before me a statement of the White Bear Lake In­
surance Co., of Pope County, Minn., a company with which I 
am well familiar, having lived for over 18 years in the territory 
in which it operates. The statement shows that in the year 
l 921 that company had in force 2,411 policies and $12,503,432 
in insurance; that they paid for president's salary $200; for 
secretary's salary, $735.60; for treasurer's salary, $388.86; and 
to the directors for writing insurance and other services, 
$1,389.45, making a total of $2,713.91 for salaries and officers' 
fees paid in a company that carried over $12,000,000 insurance. 
The cost of insurance for that year was 15 cents per hundred. 

Mr. President, as I said in the beginning, there are four and 
one-half million farmers in 18 States carrying insurance 
amounting to over $10,000,000,000. By the adoption of this 
amendment those policyholders will be protected. The ruling 
which was rendered by the Treasury Department could only 
have been rendered on one ground. The object of the income 
tax law is that profits and incomes shall be taxed and not to tax 
losses and misfortunes. These companies are not organized 
for profit; they have no income except that which is assessed 
with which to pay losses. By this ruling of the Treasury 
Department money has been and is being collected now from 
those farmer insurance companies contrary to the whole inten­
tion of Congress. The adoption of the amendment w:ill serve 

to protect those companies from this illegal ruling, and w:ill 
refund to those farmers the money which has been collected 
from them under that ruling of the Treasury Department. 

Mr. WATSON. Mr. President, in the committee I offered 
this amendment and it was rejected. I am always regular and 
loyal to my committee, and I very much dislike to run counter 
to its wishes, but I think that there is no justification for 
the Treasury Department ruling which has been read by the 
Senator from Minnesota. It grows out of what I believe to 
have been an erroneous decision by the department which was 
made in February~ 1922. 

The whole thing turned on the question of interpretation of 
the words "purely local character," which I shall not discuss, 
for in considering the question the committee voted in the 
words-

Farmers' or other mutual hail, cyclone, casualty, life-

"'voting in the word "life"-
or fire insurance companies, mutual ditch or irrigation companies, 
mutual -0r cooperative telephone companies, or like organizations; but 
only if-

And then we amended it to read-
85 per cent or more of the income consists of amounts collected from 
members for the sole purpose of meeting losses and expenses. 

That is to say that the bill admits that that holding was 
erroneous, and corrects it as to the future. The only purpose 
involved in the amendment proposed by the Senator from Min­
nesota is as to whether or not it shall be corrected as to the 
past. That is all there is to the question. It will not cause 
a single dollar to be ei"pended from the Treasury, as I under­
stand, or if it does, it would be an inconsequential sum. There­
fore, the only problem involved is as to whether or not the 
doors shaU be open, it being retroactive in character, the com­
mittee fearing that if one retroacti"rn amendment were adopted 
others might follow. The action of the committee, doubtless, 
was wise under the conditions; and yet, on the merits of this 
one proposition, I can not help but believe that this amend­
ment is wholly justified by the circumstances and should be 
adopted. 

l\Ir. WILLIS. l\1r. President, will the Senator from Min­
nesota permit me to ask the Senator from Indiana a question? 

Mr. SHIPSTEAD. Yes. 
Mr. WILLIS. I desire to ask the Senator whether the com­

mittee-and particularly the Senator from Indiana-have di­
rected especial attentio.n to this language in the amendment 
proposed by the Senator from Minnesota: 

Without any requirement that such above-mentioned organization 
be of a purely local character. 

I think I am in favor of the general purpose the amendment 
has in view; but does the Senator think there is any danger 
from that rather broad language that companies 'vould be in­
cluded that are really not intended to be included? Is the 
language adequate for the purpose in view? 

Mr. WATSON. I am inclined to think so. Of course origi­
nally there seems to have been some doubt as to the inter­
pretation of the words "of a purely local character." The 
department seemed to think that if such a company were con· 
fined to a narrow space it might be a mutual company, whereas 
if it spread out over a whole territory it ceased to be a mutual 
company and became a profit-making concern. 

Mr. WILLIS. I have in mind this sort of a case, if the 
Senator from Minnesota will permit me. 

1\lr. SHIPSTEAD. Certainly. 
l\lr. WILLIS. I know of a farmers' mutual insurance com­

pany located in a small village in Ohio, and yet it transacts 
business in perhaps three or four different counties. It is not 
a large company and does not operate at all for profit ; it 
really is a mutual company; and yet, under the ruling to 
which reference has b€en made, that company has been held 
not to be "of a purely local character," and it is now pro­
posed to levy assessments against it. If those assessments 
shall be levied in accordance with the Treasury ruling they 
will amount to more than the company has been required to 
pay out in los es during the last four years. So it seems to 
me some amendment of this character is desirable; but I 
wanted to be certain that the language which I read from the 
amendment of the Senator from Minnesota has been fully 
considered. 

Mr. SHIPSTEAD. Mr. President, I wish to say to the 
Senate that the reason why the phrase " of a purely local 
character " is inserted in this amendment is because of the 
fact that that phrase has caused all of this trouble. The 
ruling was that the companies were not exempt unles.s theY. 
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were "of a purely local character," and it was held that to 
be "of a purely local character" they must be confined to 
one neighborhood. The Senator can easily understand how 
ridiculous such a contention is, because it can not and does not 
carry out the infention of Congress. For instance, if that 
ruling could under any stretch of the imagination be held to 
be reasonable, it would have to be interpreted to mean that 
a tornado mutual insurance company would have to be con­
fined to a single neighborhood in order to come under the 
exemption of the revenue act of 1921. How would that work 
out? 

I remember that sooething like four years ago we had a ter­
rific windstorm in the community in which I live. I remember 
it particularly because on that evening we had a nationally 
known Chautauqua orator who came to speak in that com­
munity. 

l\1r. WATSON. Was that the cause of the windstorm? 
Mr. SHIPSTEAD. The windstorm came while he was speak­

ing; it blew down something like 30 or 40 barns, and, as a 
matter of fact, that local neighborhood was almost wiped out. 
If the insurance company had by law been confined to that 
single neighborhood, there would have been nothing left of the 
company. So it is ridiculous to require that a mutual insurance 
company shall be confined to a single neighborhood. 

Mr. NORRIS. l\1r. President, may I interrupt the Senator? 
l\1r. SHIPSTEAD. Yes, sir. 
Mr. NORRIS. I should like to call the Senator's attention 

to the fact, as I understand it, although I am not a.n insurance 
man and have had no experience, that insurance companies all 
recognize that in order to make their policies safe not only for 
those who are insured but for the people who are liable to pay 
the losses, if any occur, they must spread out over a consider­
able territory, or the whole venture will be a failure if any­
thing happens of the character the Senator has mentioned. 

:Mr. SHIPSTEAD. Yes, sir. 
Mr. WATSON. It becomes top-heavy. 
Mr. NORRIS. I understand that old, recognized insurance 

companies will refuse to take all the risks that they might be 
able to get in a particular neighborhood, on the ibeory of 
something happening, such as the Senator has mentioned. If 
it were in a town they would not take out a fire risk including 
all the buildings within a locality. If they clid they would 
reinsure them with some other company. 

I have been called out of the ChambeP and ha.Ye not been 
able to follow the Senator; but I know that this ruling, which 
seems to me to be erroneous-although I am not charging bad 
faith, of course-is a reversal of a ruling, as I understand­
and I wish the Senator would correct me if I am not right­
that was made early after the passage of the law, and that in 
accordance with the ruling then in force the e companies went 
on, and afterwards the ruling was changed and was given a 
retroactive effect, going back over the period that had passed 
in which settlement had been made, particularly in the case of 
a mutual company. Men bad settled all the obligations that 
they owed under the first ruling, and probably had moved away 
and gotten out of the company, and new ones had come in. Then 
came the ruling going back over several years, which I have 
been told by officials connected with mutual companies meant 
the ruination of every one of them, bee use it was a physical 
impossibility to go back and make these collections. They 
would have to go out of business. 

We ought to go on the principle that if we want to encourage 
mutual insurance and cooperation-and I think that is the 
idea-if we are going to legislate against any particular kind 
it ought to be against the insurance company that confines its 
operations, if there are such concerns, to strictly local com­
munities, because that is not very safe insurance. 

1\fr. SHIPSTEAD. I think the Senator is absolutely correct. 
Mr. GEORGE. Mr. President, I should like to ask if it is not 

true that the assessments made against the mutual insurance 
companies are as a rule unpaid at this time? In other words, 
the money has not gone into the Treasury under this new rul­
ing; has it? 

Ur. SHIPSTEAD. The Senator means the taxes? 
Mr. GEORGE. Yes. 
Mr. SHIPSTEAD. There have been taxes collected; I do 

not know how much. A considerable drive has been made in 
the last 60 days to collect the taxes. 

Mr. GEORGE. My understanding is that some taxes have 
been collected, but that other companies have not yet been 
called on at all, and that perhaps only a reasonably small pro­
portion of the taxes now claimed under the new ruling have 
actually been paid in. 

Mr. SHIPSTEAD. Oh, a very small amount has been paid 
in, I believe, up to this time. I believe a very insignificant 

sum has been collected up to this time ; but if this ruling 
stands-and I do not see what there is to prevent it from stand­
ing-they will collect considerable sums. They are collecting 
the taxes now, and they are going back and collecting them 
for eight years. 

Mr. GEORGFJ. It would be manifestly unjust, also, would it 
not, because many of the mutual companies have changed their 
policyholders since, and liabilities have been discharged, and 
new obligations undertaken? 

Mr. SHIPSTEAD. Oh, certainly. 
Mr. GEORGE. It seems to me that the amendment certainly 

ought to be adopted, and that the objection that it is retro­
active has little or no force in this case. I quite agree with the. 
Senator that the construction placed on the language in the 
revenue act of 1921 is unauthorized and unwarranted, because 
the very nature of a mutual insurance company precludes the 
possibility that it could be purely local in its operations, con­
fined to a single neighborhood; and that language clearly was 
not intended by the Congress to apply to insurance companies 
of the kind that are dealt with in the amendment offered by 
the Senator from Minnesota. · 

That, of course, is borne out by the fact that in the bill we 
are new considering the committee itself and the Senate recog­
nized the intent and meaning of the Congress in the enactment 
of the revenue act of 1921, and, manifestly, the intent and 
purpose of the Congress in the passage of the prior revenue act ; 
and now we except mutual fire insurance companies from the 
operation of the act, as applied by the ruling made in the 
early part of 1922. 

It seems to me that when the very nature and character of 
the business of a fire insurance company is considered we can 
not escape the conclusion that the Congress did not intend that 
a mutual insurance company, in order to be entitled to an ex­
emption from taxation under the revenue act, should have its 
business confined to one loc:i.l neighborhood, because the very 
theory of the insurance company is out of harmony with so 
narrO\v a construction as the department has placed upon the 
provision in the act of 1921. 

That being true, the objection that this amendment is retro­
actirn in effect ought not to have any weight. It ought not, at 
least, to be controlling on the Senate. 

l\1r. SDillONS. Mr. President, if the Senator will pardon 
me, it would be impossible for an insurance company to live 
upon the patrom1ge of a small locality. 

~fr. GEORGE. Certainly. 
Mr. SIMl\lO~S. And therefore the act could not have any, 

such purpose. 
Mr. GEORGE. And the Congress could not have intended to 

apply the language " purely local " to an insurance company, 
but that language must have been intended to have application 
to other companies that were exempted under subdivision (10) 
of section 232 of the act of 1921. 

Mr. BROOKHART. .Mr. President, I think the test of 
whether or not an insurance company is mutual includes no 
element of size whatever, no element of locality whatever. The 
question is whether or not it is organized for profit; and in all 
cases where it is not, where the assessments are made for ex­
penses and losses only, and there is no capital investment that 
gets a profit out of it, it is mutual, even though it may spread 
over the whole country. 

I can understand that the profiteering companies would object 
to that construction, becau e they want to confine these other 
companies to localities; but there is absolutely no limit on this 
cooperative object so far as locality is concerned. Some of the 
cooperatives now are doing business clear around the world, 
taking in everything; so the objection raised by the Senator 
from Ohio certainly does not go to the essence of the mutual 
company under the law, and those mutual companies ought to be 
excepted. 

Mr. WILLIS. l\fr. President, I hope the Senator did not 
understand me to object. I was simply making inquiry as to 
the effect of the language. I am not objecting to the amend­
ment. I expect to support it. 

Mr. BROOKHART. I am glad the Senator raised the ques­
tion, because I am always glad to have any element of this 
cooperative idea considered in the Senate of the United States. 

Mr. WILLIS. I was going to call the attention of the Sen­
ator to a provision in another section of the bill also. 'J:he 
committee bas already provided that at least 85 per cent of 
the income of the companies must consist of assessments for 
the payment of losses. 

Mr. BROOKHART. Tbat is a little more liberal provision. 
Mr. WILLIS. Yes; so that that is pretty well guarded. 
l\Ir. HOWELL. Mr. President, it seems to me that it could 

not have been the intention of Congress that an insurance 
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company should be purely local, becauge such a.n insurance com­
pany would be unsafe. It is necessary for an insurance com­
pany to baYe a wide range of risks in order that it may be 
aule to meet its lo::::ses without undue assessments: Therefore, 
as it is impracticable to have an insurance company tbat is 
purely local in character and have one that would be safe for 
one to take a policy in, it must be evident that it was the inten­
tion of Congress that this expression should have the broadest 
possible meaning, and include not merely na'rrow localities but 
broad areas, so that there could be an average of loss that 
would not be so great as to make the assessments unbearable. 

I trust that this amendment may prevail. 
Mr. REED of l\Iis ·ouri. Mr. President, I agree with tbe 

statements that have been made tbat the intent of Congress 
was misconstrued by the 1922 ruling, to which the Senator 
from l\Iinnesota [lllr. SHIPsTE-ill] bas referred. Such a con-

. struction would place Congress in the absurd position of hav­
ing intended to limit the operations of an insurance company 
to a purely local community, and such an insurance company 
would be the most unsafe company that one could possibly 
devise. The great element of the security in insurance-in 
fact, tbe \ery fundamental pl'inciple lying at the basis of all 
insurance-is the wide spread of liability, which results in an 
immediate loss being spread over so large a community or so 
large a _number of people that they can each contribute a 
very small amount to make up that loss. That is why we take 
out insurance. Otherwise each individual would carry his own 
insurance and stand his own loss. 

It seems to me that the amendment offered by the Senator 
from l\linnesota is one of merit and that we ought to agree 
to it. 

M.r. Sl\IOOT. Mr. President, the committee-and I want to 
say, if I remember correctly, tmanimously-voted against any 
retroactive legislation. We have now added an amendment 
changing the postal rates; and as long as we have gone into 
legislation I do not see but that we might just as well legislate 
on this matter and agree to this amendment and let it go in. 
I had thought, however, of carrying out the wishes of tlrn 
committee and, wherever there was a retroactive legislatiODi 
letting it be done in a legislative way-I mean by makin~ 
claim, just the same as claims for any other taxes are mad~ 
that have been collected. 

That does not seem to be satisfactory to even the members 
of tlle committee, and therefore, as far as I am concerned, I 
am perfectly willing to accept the amendment, and I shall not 
make any plea hereafter against any amendment that is 
offered to this bill on the ground that it is retroactive. 

Mr. W .AJ.JSH of Massachusetts. Will the Senator yield? 
.. Ir. Sl\100T. I yieltl. 
Mr. WALSH of l\lassnchusetts. Do I understand the Senator 

to take the position that any amendment to this bill offered from 
the floor will be accepted by him? 

~Ir. SMOOT. I did not say that. I spoke of the principle we 
bad adopted of re<:eiving no amendment proposing retroactive 
leg-is la ti on. 

l\Ir. SI.l\U10NS. I haye no recollection of any agreernent in 
the committee ·not to consider any retroactive legislation. We 
did agree that we would not consider the amendment offered 
b:r the Senutor from Illinois, because we said it was irrelevant, 
but I do not remember that we had any understanding that we 
woulcl not support any proposition because it might have a 
retroactiYe effect. I do not think I would ha \e agreed to such 
a suggestion. 

~Ir. Sl\100T. I know Senators did agree to it, and it was 
on this very amendment. The Senators themsel\es thought 
that perha})s if it had been adopted in the act of 1918 or the 
act of 1921 it would haYe been perfectly all right, and we went 
'"o far as to amend the bill to carry out those very ideas. It 
clicl not pass the House 1n this way. We struck out entirely 
the prol'ision : cc Also benevolent and mutual life insurance as­
sociations not operated for profit, whose business is purely 
local and wholly for the benefit of its members." 

nir. SDDIO~ ·s. This amendment could not have been before 
the committee, because it was only offered on the 5th day of 
~Inr. 

1\Ir. Sl\IOOT. This amendment was offered and I ha>e re­
ceived at least a hundred letters in relation' to it. I forget 
~rbnt Senator brought it up. 

Mr. IlEED of Pennsylvanla. I offered the amendment in the 
eomruittee. 

llr. SMOOT. I have stated the agreement, and that is what 
I hnve told e\ery SN1ator who has come to me in relation to it. 
I told the Senator from :hiinnesota [Mr. SHIPSTEAD] the same 
thir1g-. I told the Senator from South Dakota [Mr. NORBECK] 
when he bro"&Jght a similar amendment to me, that that was th~ 

·policy of the committee, and I thought I was carrying out the 
'policy of the committee. 

Mr. WATSON. The Senator is entirely right about that. 
Mr. SHEPP ARD. The Senator will recall that I also pre­

sented such an amendment before the committee. 
Mr. SMOOT. The Senator from Texas came before the com­

mittee and presented an amendment along this line. 
Mr. SHEPPARD. And I recall that the Senator told me that 

identical thing. 
Mr. SMOOT. I am perfectly willing now tc. e.C'cept the 

amendment offered and have nothing more to say about it other 
than that I think the ruling, under the laws of 1918 and 1921 
was absolutely correct. There was no question in my mind a~ 
to that. I do not know whether Congress intended it or not in 
that 'vny, but the ruling is according to the law. I think the 
law ought to be changed, and that is why I approve of tbe 
amendment to the bill. 

~fr. SIMMONS. If the Senator will pardon me, I think 
the in tent of Congress is very clear, and whether it is clea1• 
or not, the Senator is wrong, certainly, when he says that 
clearly the ruling was right. I do not think the Senator will 
find very many lawyers who woUld agree with that opinion. 
I believe the Senator is not a lawyer himself. 

Mr. SMOOT. I am not a lawyer, but I know what language 
means when it is as plain as is tbis. 

Mr. S~HTH. Before the vote is taken, I want to call atten­
tion to a statement sent me by the representative of these 
companies. It seems to me it is not a question of whether 
one interpretation or another was placed on it, but simply ·a 
question of justice. This correspondent said: 

But few if any of the 2,000 mutuals affeeted by the new inter­
pretation have a single policy in force that was in force in l 910. 
Many old members have died, sold out, or moved away. A tax levied 
and collected now covering all those years must be paid by people wh·o 
had nothing to do with the company in 1916. It is a hea-vy tax, an 
unju t tax, a tax for the privilege of helping an unfortunate neighbor, 
and one that must come from an empty pocket. 

He said also : 
\'his is not a requ"st.for mercy, money, or help. It is a request for 

justice and right-for what Congress gave and the Treasury Depart­
ment recognized all these years. A request for the tight to live and 
serv£>, the privilege. to help bear the misfortune of our neighbors 
without having that burden increased by a tax. 

Mr. SDnIONS. JUr. President, I simply want to say that 
I am clearly of the opinion that the rulings rendered by the 
Secretary of the Treasury holding for fi.le or six years that 
these companies were not subject to taxation were correct 
interpretations of the law. I am advised that the ruling wu · 
reversed by the Secretary of the Treasury, not because the 
Secret:n·y was himself convinced that his first ruling was er­
roneous, lmt because some judge of an inferior court rendered 
a decision that was contrary to the former Treasury ruling, 
and in order to render that decision he had to interpolate into 
the language of the act of Congress a comma that was not in it. 

A court has 110 right to add a single word or a single 
punctuation mark to an act of Congress in order to clarify 
its meaning, and, as .-r understand the argument of the \er~" 
able Senator from Minnesota, the court in rendering this de­
cision stated that the language of the Congress was not properly 
punctuated, and in order to bring out and clarify the sense antl 
meaning of Congress, that it was necessary to interpolate a 
comma. 

No language, in my judgment, could be plainer than tlle 
language of the Congress used in this particular section of 
the act, and it would be a stultification of Congress to impute 
to Oongress the meaning which tbis last interpretation of the 
Secretary of the Trea8ury does impute to it. I think ths 
amendment ought to be agreed to. 

The amendment was agreed to. 
Mr. REED of Missouri. Mr. President, I send to the desk 

and ask to have read an amendment which has been printed 
for se,eral days, and whicll I think is of \ery great impor­
tance in the administrative features of the bill. After it has 
been read, I will beg the indulgence of tM Senate for just 
a moment until I explain the purp4lse of the amendment. 

The PRESIDENT pro tempore. The Secretary will state the 
·nme:ndment. 

The READING CLERK. The Senator fi'om Missouri mo\es to 
strike out, on page 122, lin€s 20 to 25, inclusive, and also to 
strike out all of page 123, and on page l!M to strike out lines 
1 to 8, inclusive, and to insert in lieu thereof the following: 

(b) If the board determines that there is a deficiency, the amoltnt so 
determined shall be assessed and the taxpayer shall be notified o'f the 
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assessment and shall, at the same time, be furnif>'hed a copy of the 
decision of the board stating its findings of fact and conclusions of law. 
Within 30 days after the mailing of such notice, the taxpayer may file 
with tile commissioner a written statement showing the amount of the 
deficiency (if a deficiency is admitted by the taxpayer) admitted by him 
to be due, and the amount of tax so admitted shall be paid upon notice 
and demand from the collector. If the deficiency determined by the board 
is in excess of the amount so admitted by the taxpay~r, the amount of 
such excess may be collected only by a civil suit brought in the name of the 
United States in the District Court of the United States for the dffitrict 
in which the taxpayer resides or has his principal place of business. 
The court shall include in its judgment interest upon the deficiency, 
determined by it to be due, at the rate of 6 per cent per annum from 
the date prescribed for the payment of the tax to the date of the 
judgment. If the court shall find that the defense is frivolous or for 
the mere purpose of delay or in bad faith the court may assess a 
penalty of not to exceed 25 per cent of the judgment rendered, and 
upon a showing by the district attorney that there is good cause to 
believe that the collection of the deficiency will, before judgment is 
rendered and execution levied, be jeopardized by any fraudulent or 
wrongful act of the taxpayer or bis agents, the court may require the 
taxpayer to give reasonable security satisfactory to the court that the 
amount finally adjudged to be due, will be paid, and, if such security 
bt> not given as in the court's order prescribed, the· court may issue its 
writs of attachment, injunction, or other proper process necessary to 
protect the Government in the collection of the taxes. Such suit for 
the collection of a deficiency or any part thereof shall be begun within 
one year after final decision of the board, and may be begun within 
such year even though the period of limitation prescribed in section 
277 has expired. 

(c) (1) If the taxpayer does not file an appeal with the board within 
the time p1·escribed in subdivisions (a) of this section, the deficiency o.f 
which the taxpayer has been notified shall be assessed, and shall be 
paid upon notice an-d demand from the collector, or 

(2) If the taxpayer does not file a written statement as provided in 
subdivision (b), the deficiency determined by the board shall be collected 
upon notice and demand from the collector. 

(d) If the commissioner believes that the assessment or collection of 
a deficiency will be jeopardized by the delay resulting .from the provi­
sions of subdivision (a) of this section, the deficiency i;ball be assessed 
immediately and collected in the same manner as a deficiency which has 
been determined by the board. In such case the assessment may be 
made (1) without giving the notice provided in subdivision (a), or (2) 
befo~ the expiratien of the 60-day period provided in subdivision (a) 
even though such notice has been given, or (3) at any time prior to 
the final decision by the board upon such deficiency even though the 
taxpayer has filed an appeal. 

Page 131, strike out lines 24 and 25 ; al~o strike out all 'of page 132. 
Page 133, strike out lines 1 to 20, inclusive, and in line 21 strike 

out ·• (d) Except as provided in this section, no,'' and insert in lieu 
thereof " Sec. 279. No." 

Mr. REED of Missouri. :Mr. President, the purpose of this 
amendment is to afford the taxpayer bis day in court. As the 
law now stands, when a taxpayer has made his return, the 
tax authorities may, for such reasons as eem good to them, 
raise his assessment, and they are empowered, if they see fit, 
to issue a clistraint as against the property of citizens. 

The practice, as I understand it, hi8 been to require the 
taxpayer to pay in the amount of the increased assessment, 
and then to allow him to get it back if he can. In addition 
to this, distraints frequently have been issued seizing the prop-

. erty of the citizen, so that the man whose taxes may have been 
raised unjustly may find himself forced to raise a large sum 
of money at once or have his property eized. I can illustrate 
tbe situation by a case that came to my immediate notice. 

The tax collector concluded that a return was not correct, 
that the taxpayer should have included certain properties which 
be had not included, and thereupon proceeded to raise his assess­
ment to an amount which placed a tax upon the individual of 
approximately $50,000. The man was unable to raise the 
$50,,000, for indeed it would have involved every dollar he was 
worth, and accordingly a writ of distraint was issued against 
his property and he stood in that helpless condition for nearly 
a year and a half. At the end of that period, on a full re­
view, the entire tax was remitted except three or four hundred 
dollars. , 

The purpose of the amendment, which bas been prepared 
witb considerable care, is that in case a tax is raised, first, to 
provide a notice to the taxpayer and to give the taxpayer a 
certain number of days within which he can admit all or any 
part or can deny all or any part of the· validity of the raise. 
If he admits any part of the raise to have been valid, then 
he must pay that part the same as he would have paid on his 
original return. If he denies the validity of any part, then 

it is made the· duty of the United States district attorney for 
the distlict in which the taxpayer resides or has his principal 
place of business to sue for that additional tax. 

If it is found that the taxpayer owes the tax, he must pay 
the tax, pay the costs, and pay interest at the rate of 6 per 
cent. But if it be further found by the court that the suit was 
not a good-faith suit and in order to prevent the filing of 
suits merely for delay, the court is authorized in its discretion 
to add a penalty of not to exceed 25 per cent. The purpose, of 
course, is to prevent a taxpayer from refusing to pay the addi­
tional assessment merely for the purpose of gaining delay, in­
stead of in good faith and because he believed he had a just 
defense. 

It is further provided, in order to make the Government 
absolutely secure, that upon a proper showing by the district 
attorney that the taxpayer is liable to take such action as will 
jeopardize the Government in the final collection of its tax, the 
comt may require the taxpayer to give bond or may is ue his 
writ of attachment or other process in order to assure the final 
payment of the tax. But in each of these instances the Amer­
ican doctrine is maintained ' that the citizen has his day in 
court. The courts are there, the district attorneys are there, 
and the penalties to be visited in case there is a bad-faith de­
fense interposed to the payment of the tax are sufficient to 
deter any person from making such bad-faith defense. 

The other clause to which I have referred, which gives to 
the court the right to issue its process in case the Government 
is liable to be defrauded, abundantly protects the Government 
against fraud. 

Senators, there is nothing in the whole tax law that, in my 
opinion, has been a subject of greater criticism and that has 
resulted in more unjust oppression of our people than· the right 
of some subordinate in the tax department to arbitrarily raise 
the assessment duly sworn to by a citizen, and thereupon re­
quire that citizen either to put up the money to pay the tax 
and then get it back by such laborious processes as are pro­
,~ided in the law, or in default of the payment of the cash, 
which he frequently can not raise, to have his property seized 
and held under a distraint process which frequently results in 
bankruptcy and always in great oppression. 

Mr. SW ANSON. Mr. President, will the Senator permit me 
to interrupt him? 

Mr. REED of Missouri. Certainly. 
Mr. SW ANSON. What are the processes by which a citizen 

who has overpaid can get back his money under the existing 
law? 

Mr. REED of Missouri. As I understand it, he pays his tax. 
Then be makes an application for a return of it. That is heard 
through the long, troublesome processes which exist; and I am 
not saying this to criticize the Treasury, because I know the _ 
Treasury is oTerloaded and overburdened. When the Treasury 
is satisfied that the money has been unjustly collected it can 
orde1· a remittance of the tax or the taxpayer can go into court 
at that time. In the meantime, however, he has had to pay 
bis money. 

Let me give another illustration, which I believe to be the 
fact, of a large manufacturer who built a plant during the war 
and who afterwards took the plant back from the Government 
at the depreciated price which the Government fixed upon it. 
My understanding is that subsequently the Treasury Depart­
ment conceived the idea that the difference between the cost of 
the buildings erected at war prices and the price at which the 
Government had turned them back to the manufacturer con­
stituted a profit and proceeded to make assessment against 
the manufacturer, which I under tand ran into the millions. 
Accordingly he was forced into bankruptcy and his automobile 
establishment was sold under the hammer t<> a great rival auto­
mobile manufacturer. My understanding is that subsequently 
the Treasury determined that the assessment of that tax had 
been unjustifiable and it was remitted, but in the meantime the 
institution had been wrecked. 

Whether that story, which came to me upon authority which 
I regard as perfectly sound, is correct or not the fact remains 
that here is this arbitrary power lodged in agents of the Gov­
ernment who may act in the best of faith upon ex parte in­
formation and who may neyertheless work most grievous wrongs 
to the citizen. 

In most of the States, jndeed under the laws of all the States 
with which I am familiar, no citizen's property can be seized 
for taxes where there is a dispute as to the amount of tax 
which should be levied until in some manner or form the 
citizen has been afforded bis day in court. But when we come 
to this particular law, although the citizen may have made his 
returns under oath, and although they may be absolutely ac­
curate, it is still possible for some agent of the Tr~asury De-
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partment, under a mistake as to the true fact, to make an 
arbitrary assessment in the nature of an increase, fo:c the 
citizen's property to be distrainedr although he may not owe a 
dollar, and may never ha.ve been given hilt day in court. 

The amendment has been prepared and submitted to experts 
on the tax problem and I believe it to be workable and entirely 
safe. I ham tried to draw it so that the Government would be 
safeguarded, but at the same time so that the American right 
and the natural right of every man to have his day in eourt 
before his vroperty is seized shall be in. some manner preserved. 

l\lr. S~lOOT. l\1r. President, I desire to say to Senators that 
under existing law tl1e complaint of the Senator from Missouri. 
is well justified, but in the bill now under consideration those 
very things have been taken ca.re of to a large degree, and as 
far as I think it is wise or prudent to go. 

In the first place, the bill provides that there shall be no ad­
ditional assessment imposed against the taxpayer until a notice 
has been giYen to him. That corrects the existing law in that 
i:e pect, and that is one of the points of which the Senator from 
Missouri complains. 

The next point is that in the bill there is a board of appeals 
created, and no taxpayer will be compelled to pay a dollar of 
disputed tax until the board of appeals has passed upon the 
matter. That is another question that has been taken care of. 

If the amendment proposed by the Semi.tor from Missouri 
should be adopted, it would force at least 200 cases e"Very week, 
on an average, into the courts. Tha.t is what it woulcl mean. 

l\Ir. SW ANSON. Mr. President--
The PRESIDING OFFICER (l\fr. WILLIS in the chair). 

Does the Senator from Utah yield to the Senator from Vir­
ginia? 

l\lr. SMOOT. I yield. 
l\lr. SW ANSON. What are the conditions under which the 

board of appeals would consider the differences between a tax­
payer and the Government? 

Mr. SMOOT. Every taxpayer has a perfect right to take 
bis case to the board of appeals created by the terms of ·the 
pending bill. He does not have to pay a penny to the Gov­
ernment of the United States until after a decision is reached 
by that board. 

:Mr. SWANS-ON. Does the Senator mean that if there is a 
,dispute, the tax is not assessed permanently against him nntil 
the board reaches its final decision? 

Mr. SMOOT. Unm the boaTd of appeals frnal1y passes 
upon it, and after that if he want.s to go to court he can do so, 
but in order to go to court he must pay his assessment. 

Mr. REED of l\1issouri. Ee must pay it before he can ha-ve 
a trial in court. 

Mr. SMOOT. If it were not that way, none of the amounts 
as essed could be collected for a long, long time. The tax­
payer <WUld pay the interest provided for, which is 6 per cent, 
and the Go\ernment would not know when it might get any 
of the money. It is against all the rules that have ever been 
applied in the collection of taxes lJy the Government. It is a 
change of the whole system that hns been in vogue ever since 
the Civil War. 

}l;fr. SW ANSON. What is the system in connection with the 
payment of customs duties? 

l\fr. SMOOT. Disputes as to customs- duties g,o to the Court 
of Customs Appeals. 

l\1r. SW A....~SON. After the Government has assessed cus­
toms duties and the importer has paid them, but contends that 
the assessment is not con-ect and wants to get a rebate, what 
course is pursued? 

l\Ir. Sl\IOOT. He has got to pay the duties assessed before 
the goods are withdrawn, and then, if the dispute is not 
settled, he can go to the Court of Customs Appeals, and it is 
there decided. If it is decided in his favor, the Government 
returns the money to him, but if not, the Government has the 
money. That is the way all taxes-by every government in the 
world are collected. If we now shall agree to this amendment, 
I do not know when the Government is going to get the money. 
A taxpayer could make any kind of a return, of course, knowing 
it to be wrong, and then carry the case up to the eourt of 
appeals and meanwhile never pay a cent All city taxes and 
all the county taxes are paid under exactly the same pro­
ceclure as p·roposed by the bill. L simply call the matter to the 
attention of the Senate. 

lUr. GLASS. Mr. President, I am inclined to agree-indeed, 
I quite agree--:with what the Senator from Utah has said about 
the established practice and about the essential nature of it; 
yet it must be said that Congress and the administrative part 
of the Government are culpabl~ in that they have not long ago 
provided for a method whereby a taxpaser may be acquit of his 

obligation to the Government As the Senator knows, I have 
frequently complained to .him of the failure of Congress to do 
that. We have been told now year aftel' year not merely by the 
present administratfon but by the former administration of the 
Internal Revenue Bureau t11at tfiey would soon be current with 
this work, but they have never yet become current 

Mr. SMOOT. And they never will become current 
Mr. GLASS. No; I will not say they never will become 

current, for they should be made to become current. Congress 
tn its appropriations bas dealt very genel'ously with the In· 
terna1 Revenue Bureau. That bureau has been asked what it 
neededj and has been given almost invariably what it needed, 
but it has never been current with its work. It is the real 
vice of Federal taxation. As r have frequently had occasion 
to say, it makes people literally hate the Government who 
ought to b& taught and who would willingly prefer to love the 
Government. It is tota1ly wrong; and I had hoped that in the 
pending revenue bill there would have been some pro'M.sion to 
put an end to that sort of intolerable situation. The Internal 
Revenue Burea:u is not current, and it is not much nearer 
being current now than it has ever been. 

Mr. SMOOT. 1\lr. President, that is why it is proposed to 
create the board of tax appeals. It is to be created to do away 
with that situation ; to take care of the taxpayers, and not 
have the burdens and hardships which have been recited' by 
the .Senator from Missouri placed on them in the future. The 
criticism of the Senator from Vi1•ginia as- to the existing law 
is proper. There has not been a Secretary of the Treasury 
since income taxes have been imposed but has asked Congress 
in some way to take care of the situation which we are trying 
to take care of in the pending bill. 

Mr. SWANSON. What limitation does the pending- measure 
fix as to the time when a.., e ments may be made'? How far 
may tbe bureau officials go back under the pending bill? 

Mr. GLASS. The bureau may go back to 1917. 
Mr. S:\IOOT. They may go back to 1917. 
l\1r. GLASS. To the orlgina.1 inception of the income tax. 
Mr. SWA:N"SOX The bureau may go back to 1917? 
Mr. GLASS. Yes; they may go back to 1917 and may- liter­

ally bankrupt a man or a corporation by the as essment of 
alleged back taxes. 

l\1r. Sl\lOOT. The only single erceptlon, of course, is tliat 
under tl1e law there is- pronded a limitation of five years. 

l\fr. SW .ANSON. It seems to me there ought tO' be somEt 
limitation on the power of the bureau to go back and make 
assessments- for past years. 

l\lr. S~IOOT. There is a limitation provided of five years, as 
has been the case also in previous laws. 

l\'lr. SW ANSO.i.. r. It is not proposed to les ien that limit?' 
Mr. S:YIOOT. No. 
Mr. SW Al"SON. Unless in cases of fraud or corruption or 

collusion there should be a limitation. When a man honestly 
makes his tax return, if the Government can go back five yeaxs, 
after he has lost his books and has lost, perhaps, a great deal 
of money, and impose a different a.ssessment upon him1 a great 
hardship may be worked, and it has been intimated it may even 
drive some men to bankruptcy. It seems to me we should. 
shorten the time within which the Government may go back 
and make assessments ~gainst taxpayers. 

1\Ir. GLASS. If the bureau is ever going to become current 
with its work the time ought to be shortened very materially, 
The Senator from Utah knows that a taxpayer may lay his 
books before an e~'1)ert of the department it..:elf; he wants to 
pay his taxes ; he has no disposition on earth to evade them ; 
in fact, it would shock him to suggest that he wants to reserve 
anything or to conceal anything. And then, five years there· 
after, some other expert of the department with a cli:fferent 
notion of actuarial work and with a different \iew as to 
exemptions and matters of that kind may come along and make 
that perfectly honest taxpayer appear in the light of attempt· 
ing to defraud the Government and may collect a great sum 
of money from him. Such a condition is intolerable. 

Mr. S~lOOT. I agree with the Senator that that can be 
done, and that is what we are trying now to get rid o~ We 
provide in this bill for 2S judges, and those judges are to sit 
in different sections of the country for the very purpose of 
deciding disputed claims and making the work current. 

Mr. SWANSON. Let me ask the Senator· a further ques­
tion. This bil1 proposes to create a court of 28 to decide. the 
tax matters. If a reassessment is made against a man and he 
goes to that court and they render a decision, after that deci'­
si-0n is rendered is it a finality as to that man or may the­
Government go back and make- another as: essment under this 
bill? 

Mr. SMOOT. No ;. it can not. 

,"' 
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Mr. SW ANSON. The decision of the court, then, is an abso- l\fr. :McLEAN. Suppose the decision of the board is in 
lute finality as to all taxes past and present? favor of the Government, and the taxpayer takes an appeal: 

Mr. SMOOT. Absolutely. As I understand tile Senator's amendment, the Government 
'11r. SW .ANSON. I think that is a great imI11·ovement .over can not secure its tax until after a decision has been reached 

the existing law. by the appellate court. 
Mr. REED of Missouri. Mr. President, the difference be- 'Mr. REED of Missouri. No; by t'he district court. 

tween myself and the Senator from Utah is this: The bill has Mr. 1\foLEAN. Tbe court to which the appeal is taken. 
·set up a board of tax appeals, but that board of appeals is nota Mr. REED of Missouri. Of couTse the case might be 
court of law. I do not propose to interfere with the board of carried up. . 
appeals. We have had such a board all the time, although it l\Ir. 'l\fcLEAN. l\Ir. Presidetlt, it seems to me that that is at 
was not created by law but was 'Created in the Treasury variance with the system of collection of taxes in every State 
Department ~s ·a matter of custom in order to hear the appeals in the Union, and necessarily so, because if a taxpayer by 

~ of wronged taxpayers. They undertook to divide up their merely taking Hn appeal can protect 11is property from attaeh­
·:wo1;k and to have a little group of men in the department sit ment, it seems to me that the Government will lose a great 
as an appeal board and hear the complaint of the taxpayer ; many millions of doliars. Any taxpayer who was in tToutne 

'but when a {lecision is rendered there it is the decision of two or in danger of insolrnncy or nnything of that sort would be 
or three men who might or might not know anything about tempted to ta1.-e an appeal, and before you got a decision from 
the law, except as they had learned it in their administration rhe court, when the GoYernment could make its Rttachment, 
of it1.. ancl every decision that is rendered is rendei·ed by men be would J1ot have a dollar left. 
whose first lmrpose is-or at leu.st it is one Of the controlling Mr. REED of Missouri. The Senator overlooks the fact that 
purposes-to get money for the Government. So when the ' I stated that thls bill contains a clause saying that in the event 
taxpayer found himself in that situation, he found himself , there is a showing made to th~ court or the district attorney 

·pO'werless to ·have a 1·emedy, except by paying in his money and! ·that the Government is liable to lose its taxes, then at once 
then suing to get it back or by suffering a distraint. the court may order the property to be seized. 

~Iy proposal is that when the board of tax appeals has acted Mr. McLEA....~. You compel tbe Government to bring a suit. 
if the taxpayer still believes himself to be wronged by the Mr. REED of Missouri. Exactly; which is a ;-ery simple 
decision be may then go into court, and the Government must matter. 
go into court and try the question out, giving him a day in Mr. McLE.A..i.Y In addition to the appeal of the taxpayer. 
<.'Ourt, ·where he will have a trial according to the rules of law Jllr . . REED of Missouri. No; when the taxpa.:yer does not 
and evidence. If he makes a defense that is not a good-faith ,pay the additional tax the Government goes into court to col­
defense, if it is a ftivolous defense, the court can penalize lect it. 
him to the extent of 25 per cent; but in all cases ire ·must .hrre The process is this: When they make a finding, if it is not 
a lmvyer, antl he must pay 6 per cent interest upon the taxes acceJ)ted by the taXJ)ayer the Government files a suit against 
finally found to be due. If the board works as perfectly as .the taxpayer for the collection of the money. If, in addition 
my friend. from Utah hOJ?es it will, the taxpayer. :w~uld in to filing a suit, the Government makes a -showing to the court 
very few mstances be obliged to go to co_urt; but if It does of reasonable ground to believe that the Government will lose 
not ~ork perfe_ctly, ai:a if the taxr,>ayer is really aggrieved, 1 its taxes by reason of any del&y, an attachment or any other 
be 'v1": have his day_ m co~rt acc.01 ding to the rnles of. l~ w -necessary pwcess of the court may be issued to protect the 

·and ev1de~c~ :. otherwise he is remitte? merely to the decision Government. So it would almost infallibly follow that the 
of a subd1VIS1on of a ?oard created m the 'll'ea ury Depart- Government would he in .no jeopardy, because the delay would 
ment o!1t of. such m.atenal as they may be able to get, and that be Tery slight. 
bo~rd IS quite ~s likely to err. as the boards that were volun- l\Ir. McLEAt~. I think the Government would have to bring 
ta,1·1ly set up "'.'1thout aey particular law ar any law whatever a suit in evel'.Y case, and there would be 200 cruses a week, 
to warrant therr creation. and the Government would llave to bring a suit in every case 

I have given this matter a gTeat deal of care and attention, if it expected ultimately to collect its tax. 
and I say to the 1\lembers of the Senate ' that, in my judgment, ~Ir. REED of Missouri. ·The S£Oator overlooks the fact that 
but few cases will go into court. The mere fact that the tax- if that be the case the court has the right to impose a penalty, 
payer has a right to go into court will have a very salutary in addition to the 6 per cent, of 25 per cent. 
effect upon the gentlemen who may sit upon the board Tepre- Mr. 1\Ic.LE.A.N. Yes; but when the Government gets ready 
senting the Treasury, for they will know that . all of their deci- to impo~e its penalty there is nothing there. 
sions, if they be unjust or unfair, are liable to review by fue :Mr. REED of Missouri. But in the meantime the writ of 
court, and the resul~ will be they :vm begin following the ~orms attachmeut may have issued, and could issue. 
of law and they will not be so likely to assume an arbitrary I do not think I made myself understood by the Senator. 
position toward the taxpayer. But suppose that a great num- Let us take a case. Let us say that the Senator concludes that 
ber of ca ~s do go into court. Whei:e the t8;X}Ja~e~· feels h~ has he is aggrie\'ed by virtue of the decision of the li>oard. The 
been aggrieved to such an extent that he is willing to hire a Government hrings its suit It can bring it at once. We will 
lawyer and pay the certain penalty of 6 per cent interest, with assume that the Senator is in such financial condition or that 
a poi;;;sible penalty of 25 per cent, wny should the taxpayer not he is in such moral situation that he is willing to try to defraud 
have the right? When did it happen that a man's money could 1.the Government. Immediately the Government can then, 
be taken from him in this country by the Federal Government through the court, issue it~ process and seize his property. 
without giving him an opportunity to test out whether he owes That protects the Government against the rascality or the· im-
that money or not? providence of .. the litigant. 

It is not necessary in order to collect taxes that we should The only difference between that and the present law is that 
impose great har<lships upon the taxpayer, and neither ought now a clerk in the office of the ta..ic collector can order a man's 
it to be so that the taxpayer may delay the Government without ,:property seized when he believes that the Government is about 
any pain8 or penalties being affixed; but that he should have to lose its money, but in this .instance before that process could 
hls day when he can present his case and have it tried according issue there woul<l be submitted to a court the showing of a 
to the rul e~ of law, it seems to me is indisputable. district attorney that he had reasonable grounds to believe 

Mr. McLEAN. Mr. President-- that the property ought to be attached, and that gives to the 
Mr. REED of Missouri. I yield to the Senator '.from Con- Government a very summary remedy-a right of attaehment 

necticut. upon an unliquidated claim. 
lli. ~IcLEAN. At what sta.ge of the proceedings does the When you try your case finally-and I am speaking now of 

Senator's amendment permit the Government to ecme the tax this delay which the Senator says will occur through people 
which is due; that is, when may the Government make an who want merely to get delay-if the court finds that the de­
attachment? fense has not been a .good-faith defense, that it was made fo1· 

.Mr. REED of :Missouri. Immediately upon the finding of the delay or any other improper purpose, the court can assess the 
board, if the taxpayer does not appeal-and there are 30 days taxpayer 2~ per cent in addition to all the costs and the 6 per 
allowed for an appeal-he must PllY; tll.at is the first step. cent interest. That will very effectually stop any lawyer from 
If he does protest the decision, the Goyernment can bring its ever advising a client to go into court and make a contest 
suit immediately. unlc s he has a question to submit that has sufficient merit 

If the Government has reason to believe •that the .taxpayer to lift it above a mere dilatory plea, and I have not .any doubt 
1s going to <.lefraud the Go>ernment, or that the Government about it. 
will lose its taxes, upon a .showing n'f that kind the court can The Sena.tor says that this would not be in accordance with 
.issue its writ of attachment or nt_her pro.cess. the rule~ of any State. ln my State, in ithe case of all taxes, 
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before there can be a sale of a citizen's property a suit is 
brougll.t. _ 

Mr. McLEAl~. Yes; but not before an attachment. 
Mr. REED of Missouri. No. 
Mr. McLEAN. The debt can be secured. 
l\1r. REED of :Missouri. No; the debt can not be secured 

until you have brought your suit on anything except real estate. 
Mr. McLEAN. But you can attach when you bring your 

suit 
l\lr. REED of l\IissourL Certainly, and you can in this in­

stance. 
l\lr. McLEAN. Yes; but, Mr. President, you have several 

million tax returns every year. I do not know bow many 
cases there are pending now, but it seems to me that you im­
pose upon the Government an impossible burden. It must 
ascertain that portion of the taxpayers which it considers is 
honest and will not undertake to sequester and secrete its prop­
erty, and the portion that may be guilty of fraud, and separate 
the sheep from the goats, and immediately brings these suits. 
Otherwise you are going to lose millions of dollars. 

Mr. REED of Missouri. No; not at all. I do not so under­
stand it. The process is as simple as a process can be made. 
That is, when the taxpayer does not pay his tax, a list of 
taxpayers is sent to the district attorney, the district attorney 
brings his suit, and in every instance, if he so desires, he may 
show to the court that there is a liability of a loss of the tax, 
and thereupon the court issues its process. 

Mr. McLEAN. Mr. President, one word more and I will 
not follow up the discuss:on any further. 

It seems to me that for the Government to make itself safe 
the officials of the Government have to be doubly alert, and 
where there is the least suspicion that a man is going to at­
tempt to evade Ws tax a suit has to be brought, and you have 
a condition doubly worse than the one which the Senator de­
scribes. A great many innocent men will be involved in this 
net, and the Government will have to take this action to pro­
tect itself, and the hardships of which the Senator complains 
wm be multiplied a hundredfold. 

l\lr. REED of Missouri. Why would they be multiplied? 
If a district attorney in court has to present to a judge some 
reasonable ground for attaching a man's property, how does 
that multiply the difficulty to the taxpayer over a condition 
where a clerk in the department can go out and issue his 
order of distra'nt, and that ends the whole matter? 

Mr. McLEAN. Not until after the final judgment is rendered 
by the appellate court, under the Senator's amendment. 

1\Ir. REED of Missouri. No, no; it can be done at once. 
l\Ir. McLEAN. It can be done at once, but it would not be 

done in the natural course of things unless the Government 
suspects that a taxpayer is going to evade his taxes. 

Mr. REED of Missouri. The Government does not to-day 
issue these orders of d:straint unless it suspects that a man 
is going to evade his taxes, or some clerk suspects it. 

l\lr. l\IcLEAN. Very true, and that is what the Senator is 
complaining of-that they overdo it now. 

Mr. REED of Missouri. Exactly; and now I am giving the 
taxpayers just this additional safeguard, that before that order 
issues--

1\Ir. 1\f cLEAN. But you are putting the Government on notice 
that if it does not bring a suit it is likely to lose millions of 
dollars. 

l\lr. REED of Mis ouri. Why, the Government is on that 
notice all the time. I can not understand the Sena tor's process 
of reasoning. Perhaps he can not understand mine, and we just 
are not thinking along the same lines. 

The process to-day is this: When the board of appeals shall 
hnYe made its decision-that is, under this bill-immediately an 
order of distraint may be issued; the taxpayer may have his 
property all seized, and he can protect himself against it only 
by paying in the money at once and getting it back the best 
way he can, or suing to recover it; but he must pay this money 
before there has been any adjudication by any court on earth 
that he owes it. The process I propose is that before this prop­
erty is seized on tbe order of some clerk or some subordinate a 
court shall have found, upon a showing made to it by the dis­
trict attorney, that there is some reason for sequestrating the 
property of the citizen, and upon that showing the court can 
fully protect the Government; but the taxpayer in the mean­
time has the protection of judicial action. 

How much delay will it make? The local collector of ~es, 
if he be a man who has any regard for his duty or any regard 
for the rights of the taxpayer, will not have these orders of 
sequestration issued by wholesale under the present law. He 
issues them when in his judgment there is reason to believe 
that the taxpayer is about to evade his taxes. Now, the 

trouble is that that action has been taken by clerks and by 
subordinates, by men unacquainted with the law, and it has 
resulted in infinite hardship in multitudinous cases and in cases 
where the taxpayer had a good defense, and bankruptcy has 
followed, and all kinds of hatred of the Government have been 
engendered by virtue of these harsh acts. 

What am I asking here? I have offered an amendment more 
drastic than the laws that exist in the States with the laws of 
which I happen to be acquainted. 

Under the laws of my State, before the Government can 
collect its tax it must bring its suit; and, if I recall aright­
although I have not examined the statutes recently-there is 
no provision for an attachment by the Government in advance 
of final judgment. I have put that provision into this amend­
ment, however, for the purpose of making it absolutely certain 
that the Government can protect its interest; and at the end 
of that suit, under the laws of my State, if the Government 
gains its case it proceeds to the collection of its taxes. Its 
taxes are a lien upon the real estate from the time they are 
levied, but not so as to personal property, and we are dealing 
here with incomes. 

If the Senate wants to say to the citizens of the United 
States that their final court of appeals to all intents and pur­
poses is to be a board that travels about over the country, 
where you will have haphazard hearings by men who may or 
who may not know the law, and that at the end of that kind 
of a hearing-which will be no better, in my judgment, than 
the hearings we have had in the past down here by these 
self-constituted boards of appeal-the taxpayer's only recourse 
is to pay the tax and to try to get it back if he can, and in 
the meantime to suffer the sequestration of his property, that, 
of course, is for the Senate to say. 

For my part, I do not understand how any man can claim 
that the Government of the United States, or any other power 
on earth, has the right by arbitrary act to take the property 
of a citizen, or to seize his estates, and deny him his right to 
hLc:; day in court before that thing is done. 

Mr. President, I submit the amendment. 
Mr. W ALS'H of Montana. Mr. President, the hardships to 

which the Senator from Missouri calls the attention of the 
Senate in connection with the collection of these tuxes is a very 
real one. I dare say that all of us have had occasion to know 
of them. At least two or three instances have come under my 
notice, and my ::tssistance has been asked in cases where the 
assessing officers have gone back for two or three or four years 
and assessed against the taxpayers delinquent taxes of such an 
amount that he found it impossible to pay in advance and se­
cure redress through the ordinary proceeding in a court of law, 
simply because it would bankrupt him to endeavor to raise the 
money. He was therefore obliged to suffer a distraint. That 
is a real hardship, and it is one to avoid which ought to have 
the "Very earnest and serious consideration of the Senate in 
connection with this measure. 

I can not believe, however, that it is a wise thing for the 
Congress of the United States to impose ·upon the Government 
of the United States the obligation to institute a sult to estab­
lish a tax against a taxpayer, as I understand would IJe the 
operation under the amendment proposed by the Senator from 
l\fissouri. Of course, it is supposed that some tax is due from 
the taxpayer, and I take it that the amendment offered by the 
Senator from M' souri contemplates that the taxpayer will pay 
so much of the tax as he admits to be due. 

Mr. REED of Missouri. That is provided. 
Mr. WALSH of Montana_ And then, if the Government 

claims anything more, the Go"Vernment must institute suit. The 
necessary operation of any such system as that, a· a matter of 
course, would be that the taxpayer in innumerable cases would 
claim that the tax due from him was only a small part of that 
which was actually exacted of him, and then, if the Govern­
ment wanted to get anything more out of h1m, it would be nec­
essary to institute suit to recover tbe balance. 

Mr. REED of Missouri. If the Senator. will pardon me at 
that point, the provision is, of course, that he must pay all that 
he has returned, and then any additional sum found against 
him which he admits, and it brings the controversy down to the 
disputed item; but he does not escape all taxes. 

Mr. WALSH of l\1ontana. But he is required to pay only 
so much as be admits to be due, that is all; and if the Gov-ern­
ment claims anything more than he is willing to admit, the 
Government must then institute a suit, and take all of the 
burden of the prosecution of that suit, with all the delays and 
appeals that are incident to a lawsuit. 

Mr. RALSTON. I would like to ask the Senator from Mon­
tana whether, in his opinion, a taxpayer would be likely to 
make a frivolous defense when, in order to do so, he would 
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ha Ye to incUl' the expense of hiring counsel, and run the chance 
of being subjected to a 25 per cent penalty, as I understand 
the Senator from Missouri provides in his amendment? 

Mr. WALSH of Montana. Of course, he might not be charge­
able at all with having offered a frivolou.s defense to the suit 
that is brought against him. It is easily conceivable that he 
would act in perfect good faith ; but, of course, he is the judge 
in bis own cause in the matter, and very naturally he would 
give himself the best of it, and in a controversy that might be 
carried on in perfect good faith on both sides the chances are 
that the taxpayer, of course, would not pay in every instance, 
or in the majority of instances, the amount which really was 
due from him. 

I was a little surprised to hear the Senator from :Missouri 
say that before a tax can be collected, or before distraint can be 
made against any taxpayer in his State, the State is required 
to institute an action against him for the recovery of the tax 
th.us charged against him. l\Iy understanding. was that the 
very general run of statutes was quite to the contrary; that the 
tax collector will distrain, and that the only way the taxpayer 
can meet the situation is to pay the tax and prosecute bis 
action at law for the recovery of so much as he claims is not 
due. But I find by reference to the authorities that there are 
some States which pursue the practice referred to by the Sena­
tor from Missouri. I take it, however, that that is quite con­
trary to the rule. 

I find in Cooley on Taxation, at page 50 of the first volume, 
the following: 

That means, of course, the jurisdiction to issue a writ of 
injuncpon to restrain the sale of property for the tax. 

Presumptively the remedy at law is adequate. If the tax is illegal 
e.nd the party makes payment he is entitled to recover back the amount. 
The case does not dift'er in this regard from any other case in which 
a party is compelled to ·pay an illegal demand ; the illegality alone 
affords no ground for equitable interference, and the proceedings to 
enforce the tax by distress and sale can give none, as these only con­
stitute an ordinary trespass. To this point the decisions are numerous. 
The exceptions to this role, 11 ·any, must be of cases which nre to be 
classed under the head of irreparable injury ; as when the enforcement 
of a ta.x might destroy a valuable franchise, or might embarrass an 
assignee 01· rec.-eiver in the execution of his trust, or when property ls 
levied upon which possesses a peculiar value to the owner beyond any 
possible market valu~ it can have, and other like cases where the re­
covery of damag-es would be inadequate redress. A case would be ex­
ceptional, also, if under the law no remedy could be had to recover 
back moneys paid. 

So we have gone very much further. We ha-rn not only pro­
vided that the Government must in.stitute an action in order to 
recover the tax, but we ba.ve actually prevented the taxpayer 
from going into a court of equity to enjoin the Government 
from distraining for the purpose of recovering the tax, and I 
ill.ink that that is the common statute. 

What should be done about it? I have not had an oppor­
tunity to examine with as mueh care as I should like the pm­
visions of the pending bill concerning the boards of review, but 
it seems to me that that meets the situation fairly well The 

In some States, also, tax pr<>eeedlngs are reviewed and confirmed taxing officers assess the tax; the return is made by the tax­
by the courts before any sales of propt'rty are ordered or demands con- payer and the assessing officers do not agree to it; they raise 
elusively fixed against individuals. But this again is not legislative. the a~essment; then the taxpayer, before any dish·ess is made, 
Such a review is supposed to be favorable to the taxpayer, as it gives can appeal to the board Of review and have a hearing before 
him an opportunity to take the o.pinion of the court upon the legality that board upon the legality and upon the fairness and justice 
of the demand made upon him, without waiting until the collector of the a sessment. 
comes and seizes his person or his property. The proceeding is the Ur. McLEAN. Ile gets notice in eyery instance where there 
institution of a. suit on behalf of the State against each individual is a rai8e. 
taxpayer or item of property taxed, and it calls upon the court to Mr. WALSH of Montana. He gets notice in that way of 
a\Jply the law to the issues which such a suit presents. course. Of course the board of review is not a court by any 

· . . means. The Senator from l\iissouri is quite right that the board 
. In a gr~at many States, or. a;. l~ast rn. some States, provIS10n never can deprive a man of his right eventually to have the 
is made for such a pro~eedino rn court before sale~ of real matter adjudicated by a court. But we can provide that he 
estate are made., ~hat is _-very largely formal, how~' er. The t 1 t the court until he pursues the remedy pre­
clelinquent tax list is published, and the proper taxing officer I ca.~\~ b apfuea t~ute. 
institut~ a s°!t ~d publish~s notice tha.t ~nless an answer is scyt seerri's toe ~e the situation is fairly well ta.ken care of, p~­
made b~ a certam d~y he will sell as pron~ed, and then any ticularly as the board of review tries the matter in as nearly 
taxpayer may come m and de~eml that ~wt. But that pro- . d' . 1 ay as is to be expected in these administrative 
cedure is justly criticized as quite obstructrrn to the usual col- a JU idinc~a · w 

. procee gs. 
lection of taxes. . . I am going to offer two amendments to those provisions, which 

The same author, at page 54, has the followmg to say· I tl'Ust will haYe the attention of the Senator from Utah, for 
The existence of government depending on the prompt and ret;nllll" tJie purpose of giving the decisions of that board a higher cllaf• 

collection of reyenue must, as an object of primary importance, be acter. I think the board should be composed of lawyers, me:a 
insured in such a way as the wisdom of the legislature may prescribe. who are able to construe the law and admitted to practice in 
There is a tacit condition annexed to the ownership of propcrcy that the courts either of the District of Columbia or of the States. 
it shall contribute to the public revenue in such mode and proJ)-Ortion Then it is provided at page 238 that-
as the legislative will shall direct ; and if the officers lntrusted with The proceedings of the board and of its divisions shall be informal 
the execution of the laws transcend their powers to the injury of an nnd in accordance with sueh rules as the board may prescribe. Opin­
individnal, the common law entitles him to redress. But to pursue ions (other than findings of fact) shall not be in writing unless the 
every delinquent liable for taxes through the forms of process chairman so orders. 
and a jury trial would materially impede, if not wholly obstruct, the 
collection of the revenue. I would rer1uire that opinions be :filed in ern.ry case so that 

That, I think, is the general rule, and characterizes the 
statutes generally. But we have found it necessary, in the col~ 
lection of taxes for Federal purposes, to go still further than 
that; and, as stated by the Senator from Utah, an act was 
passed as early as 1867 pro\iding that no suit for the purpose 
of restraining assessment or collection of any taxes shall be 
maintained in any court. So that under the statute, which has 
been in existence since 1867, not only is the Government not 
to be obliged to go into court to establish a claim against a 
party but the party could not e-ven appeal to the court and 
get a ""ITT"it of injunction to restrain tbe enforcement of the 
tax, .and the Supreme Court of the United States has gone so 
far as to hold that the statute would apply even to a statute 
which is charged to be unconstitutional; even the enjoinment 
of an unconstitutional tax statute could not be secured in view 
of this particular provision of the law. 

That is only the legislative expression of a rule that is gen­
erally enforced by the States, even in the .absence of a particu­
lar statute. I read from the second -volume of the work re­
ferred to at page 415, as follows: 

Personal taxe1:1 : When a tax as asses:ed is only a personal charge 
against the property taxed, or against his personal prop~rty, it is 
difficult in most l!ases to suggest any ground of equitable jurisdiction. 

everyone would know upon what ground the judgment of 
the board is based and in order that they should have char­
acter, and then I would provide that the opinions shall be 
printed ju.st the same as rulings of the Commissioner of In­
ternal Rernnue are now printed, so tl.J.at other taxpayers and 
tlleir attorneys would have the benefit of opinions thus filed as 
a guide for their conduct. . 

Mr. SMOOT. When the bill comes into the Senate and is 
still open to amendment I see no objection to what the Sena­
tor suggests; that is, for the board of appeals pro-.ision of the 
bill. The only doubt in my mind is whether it would be best 
to require the board to be composed entirely of lawyers. I 
know some of the very best tax men in the United States are 
not lawyers, men wh-0 have made a deeper study of the tax 
question than any lawyer of whom I ever knew; but I agree 
also with the Senator that perhaps 26 or 27 of the 28 members 
will be lawyers, no matter whether so provided in the bill or not. 

l\Ir. WALSH of Montana. Of course that may or may not 
be true. 

Mr. SMOOT. That is only a suggestion. 
Mr. WALSH of l\Iontana. I can very rf>adily understand 

that some man who is not a lawyer at all would be a better 
member of the board of appeals than some lawyers. 

Mr. S~100T. Yes; there is no doubt about that. 
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:\Ir. W ALSJI of Montana. But, of course, many of the ques­
tious ariRe from a construction of the statute, and the man 
ought to l>e able, it seems to me, to bring to the case the training 
of a lawyer. It would. of course, be advisable to appoint a 
lawyer who likewise is skilled in the ·matter of computations, 
but it seems to me be ought to have both qualifications. 

Jlr. S~100T. I have no objection. 
Mr. WALSH of Montana. That being the case and that safe­

guard being placed, it seems to me it is as far as we can go. 
After the board of review determines the matter, it seems to 
me, that is as far as the Government ought to be interrupted 
in the matter of the collection of its revenues. Then the taxpayer 
would be obliged to pay the tax and take his ordinary action .at 
ln w to recover \vhatever he claims was ex:actecl of him illegally. 

Mr. REED of Mis ouri. Mr. President, the authority which 
the Senator read, showing the hardships that are imposed 
upon taxpayers in many places is undoubtedly true. The fact 
just the same remains as I stated that there are plenty of,. 
places where the collection of the personal tax is made by 
·going into court. I happen to live in one of those 8tates and 
the State suffers no hard hip from it whatever. It collects 
its taxes just as well as any other State. The difference is 
that some of the enormities, some of the hardships and some 
of the brutalities visited upon the citizens are mitigatecl. 

The talk here about this board being the final court to which 
a man may go before he bas to pay his money sounds well 
when we speak about a "board of tax review," but how does 
it work? Right at tlle inception the Senator from Montana 
suggests that they ought to be lawyers and immediately the 
suggestion comes that that might not be wise. How wlll it 
work? We know bow it has worked. We ha'e had this iden­
tical board of review. It bas been operating down here for 
four or five years, not a board authorized by law, but just suc1l 
a board as we are going to get in substance and effect. 

1\1r. SMOOT. The board provided for in the biU i8 entirely 
out from under any influence whatsoever of the Treasury De­
partment. 

l\fr. REED of Missouri. Why, its members will be suggested 
by the Treaslll'y Department. Down in the Treasury Depart­
ment, in order to solve the question of tax returns as they 
come in they set up without any authority of law boards of 
reY-iew. 

The result is we ha\e two or three or four of the gentlemen 
down there, who were engaged in tlle tax department, who would 
sit together and hear the claims that might happen to come 
before them: They rendered their decision. That was called 
the decision of the board of review. Now, we are in the bill 
merely authorizing that system and extending it a little bit, 
perllaps, by providing tlle members and s?me regulations with 
reference to the places wllere they shall sit. 

All I am begging the Senate to do is before they take a citi­
zen's property to give that man llis day in court. If he makes 
a friy-olous defense, if he does not have a good-faith defense, 
tlle court can assess him a penalty of 25 per cent. But, in any 
event, he must pay the costs of the suit; he must pay 6 per 
cent interest; he must hire an attorney to defend him. That 
is sufficient reason for the ordinary taxpayer to pay any tax 
about which there is no \ery grave cloubt. The Gornrnment, 
in the first place, is going to get all the taxes where the ordi­
nary citizen makes his return. If he makes a fraudulent or 
false return, he is liable to the penalties and pains of perjury 
and liable to the other penalties visited upon him. 

The amendment would not apply at all except in cases where 
the Government on an ex parte hearing has gone out and 
raised a man's assessment above his sworn return. That is 
the only time there is any dispute. When that dispute comes 
the first thing that he confronts is his own tax retmn, which 
be can not dispute. Then he is required to show what items 
found against him are just or unjust; and if be contests with­
out good rea on he is liable to the penalties. If he does not 
raise the question at all, be must pay. 

Mr. RALSTON. Can he recover any portion of his tax at 
any time after he has paid it? 

Mr. REED of Missouri. There is no provision in any law 
that if a man voluntarily pays his taxes he can get them back. 
. Mr. RALST0.1. r. There is no such provision? 

Ur. REED of Missouri. Not in the law nor in the pending 
bill. 

l\Ir. JONES of New Mexico. l\Ir. President, I think there is 
much of merit in what the Senator from Missouri has said. 
Tlie matter was only considered in a general way in the com­
mittee. The Senator from Missouri never had an opportunity 
to present tbe matter to the committee for its careful consider­
ation, certainly not with the earnestness with which he has 

presented it to-day. His amendment was not prepared until 
within the last few days. 

I sincerely hope that the chairman of the committee may 
permit the amendment to be incorporated in the bill, and then 
we will have an opportunity to get more detailed evidence from 
the Treasury Department as to the operation of it. There is 
no danger of the Government' losing anything by the amend­
ment. Even if the commissioner feels that the r1ghts of the 
Government a1·e in jeopardy, he has a perfect right to distrain 
the property, and -then when the matter gets into court, if there 
is any danger of the Go,ernment losing the money, attachment 
may issue, and so on. I happen to live in one of those States 
where a suit must be brought before a man's property can be 
distrained. It may be that in conference we can decide upon 
Some limitation as to the amount which must l>e involved before 
the procedure is taken. 

I sincerely hope the chairman of the committee may agree 
that the amendment may be adopted and go to conference, and 
we can take the matter up with the Senator from Missouri and 
representatiY-es of the Treasury and find out more in detail and 
more specifically just how it will operate. I do not believe the 
rights of the Government can be jeopardized by the adoption 
of the amendment. It is only a question as to whether tbe day 
of payment may be delayed awaiting a pr()('eeding in court. 

Mr. Sl\lOOT. Mr. President, I do not want to appear to 
accept an~' kind of a proposition with the understanding that 
I am going to fight for it in conference. I am opposed to the 
amendment. I am perfectly willing, at the request ·of the 
Senator, to say tllat it may be agreed to, but I am not going 
to defend it if I happen to be one of the conferees. With that 
understanding I have no objection to allowing it to be agreed 
to and considered in conference. 

l\lr. JONES of New Mexico. I think it had better go there. 
Mr. SMOOT. I want to be perfectly understood. I do not 

want to be charged with being lmfair. I want the Senator 
from Missouri to know my position. I do not believe he 
thinks I would be unfair. 

Mr. REED of Missouri. If the Senate voted the amendment 
in, would the Senator from Utah feel bound then to endeavor 
to keep it in? 

1\11'. SMOOT. I think then I would be instructed by the 
Senate. 

l\lr. REED of Missouri. Unless the Senator, letting It go 
in in this way, would regard it as an instruction of the Senate, 
I would not see any use of having it agreed to. I wi.11 not be a 
member of the conferees. If I was going to be in the conference 
I would wrestle it out with the Senator there. 

Mr. S~~IOOT. I am willing to have it go in with that under­
standing, or to have a vote on it. I will leave it entirely to 
the Senator from Missouri. 

Mr. WALSH of Montana. Ought we to have a board of 
review at all if the amendment offered by the Senator from 
Missouri should be adopted? 

l\Ir. REED of Missouri. I thought that over. l\Iy original 
idea came before the board of review plan had been worked out. 
My own notion is that the board of review may clarify the 
situation, and there will be very few suits. 

l\lr. WALSH of l\fontana. Mr. President, if I may express 
myself further upon the subject, the difficulty about it is, that 
under statutes of that character, which require the taxing 
power to go into court to establish the tax, the wisdom of the 
statute is questioned because there is necessary delay in the 
collection of revenue by going into tbe courts. But if these 
two things stand, the trouble is doubled. The proceedings are 
delayed while the taxpayer is going through the board of re­
view. They are again delayed when be is going through the 
court. If it is proposed to have a court review of the case 
and a court determination, I should think it would be desired 
to dismiss the board of review altogether. 

Mr. REED of l\1issouri. I think the board might serve a 
useful purpose. I repeat-of course, we can only guess at this 
procedure, for it has not been worked out-that it seems to me 
that the board of appeals might simplify the matter and re­
duce it to a very few cases. I do not see any reason why this 
amendment would not fit into the plan. Then, the board of 
review having held against the citizen, he would have hi§ 
option to pay his taxes or he would have his option to await 
the pains and penalties that would come on him from a suit. 

I am very much in earnest about this amendment. I have 
talked to many lawyers about it, and I have not yet heard 
a lawyer who has had any experience in these cases who bas 
not hailed and acclaimed it as an opportunity for the citizen 
to protect himself. 
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l\Ir. WALSH of l\lontana. Let me suggest another con-

sicleration to the Senator, and that is this: The man of small 
means will take his appeal to the board of review and it is an 
expensive thing for him to hire a lawyer to handle his case 
even before the board of review. Then, if he were not satisfied 
with that, he would institute suit in the district court. It 
would go from the district court to the circuit court of appeals, 
and from the circuit court of appeals to the Supreme Court 
of tlie United State., the collection of the revenue for the 
Government meanwhile being deferred. Of course, the man 
of small means will not do that, but the very wealthy man 
who hires his lawyers by the year will naturally go the limit. 

1\lr. REED of Missouri. Tb.at argument, of course, as the 
Senator from Montana knows, may be made with reference 
to ernnr other case that can be conceived of. The poor man 
frequently suffers a wrong that the rich man does not, but 
in this case if the poor taxpayer stops at the board of review 
he then has all the rights accorded to him that would be 
accorded if my amendment should not be adopted. ' 

l\Ir. WALSH of l\lontana. But the point I am trying to 
make for tbe benefit of the Senator from Missouri is that the 
man of small means in all reasonable probability will stop at 
the I.ward of review. 

l\lr. RE~.m of 1\Iissouri. Very well. 
Mr. WALSH of l\lontana. And the man of very great means 

wh.o does not have to hire a lawyer for a particular occasion 
but who hire his lawyers by the year of course will go the 
limit. 

~Ir. REED of 1\fo:~ouri. Very well. At least my amendment 
take no right uwa3: from the small taxpayer which the Sen­
ator propo es tt> give him. He is just as well off with my 
amendment as lie would be without it. In addition to that 
if he feels aggrieved and wronged he can go into the court; 
he l1as the right to go there. 

The Senator from l\Iontana says because the poor man may 
not avail himself of it that the wealthy man ought to be de­
priYed of it. I do not think it is a rich man's case or a poor 
mau·s case at all. I think the smaller tax claims and the 
maller disputes will end with the board of review in all cases. 

In th.e more important ones, whether they affect the man of 
moderate means-for the man of very small means will not get 
foto court at all-or the man of large means, my amendment 
will gh·e the opportunity to each alike to go into court 

I know of no law which we can pass, Senators, giving equal 
l'igllts to citizens that ought to be stopped in its passage be­
cau;e it happens that certain individuals may be better able 
to arnil themselves of it than are other individuals. All we­
cau clo is to afford the equality of opportunity. Indeed, that 
is all the Declaration of Independence proposed to a:tfor<l. 

"'.\Ir. :.McLEA~. Mr. President, will the Senator permit me to 
)nterrupt him? 

l\Ir. REED of Missouri. To say that we will not give a day 
in court to each and every citizen because some citizens may 
not avail themselves of it is to say that which can be said of 
e1ery law that has ever been put upon the statute books. 
Kow I yield to the Senator from Connecticut. 

1\fr. l\1cLEAN. Let us suppose that the taxpayer appeals 
from the board of appeals to the district court; that the ques­
tion is pencling there; and that the Government brings a suit 
in tlle meantime to collect the tax. 

l\Ir. REED of Missouri. He does not appeal. The case goes 
there direct by the suit of the Government. 

Mr. McLEAN. It goes to the district eourt. Then the Gov­
ernment brings a se11arate suit to collect the tax. 

l\Ir. REED of l\lissouri. No; the Senator from Connecticut 
ha · not got it right. The case does not go to the district court 
until the Government brings its suit. It is then in the district 
court for all purposes. 

l\Ir. McLEAN. Suppose the Government prior to that time 
wants to institute a case. The Senator would not allow the 
Go1ernment to have the opportunity of instituting a suit to 
protect itself until after the appeal i<; taken. 

Mr. REED of Missouri. No; the Senator from Connecticut 
has not got that right Under the law as proposed to be passed 
here the Government would have no right to bring any suit 
until the case goes through the board of appeals. That is the 
proposition. Up to that point there is no change made. What 
ha11pens when the board of appeals has decided? The ques­
tion then is, Shall the property of the citizen be sequestrated, 
or shall the Government first establish its right to this addi­
tional tax in a court? That is the only difference. 

If the Senator from Utah desires to accept the amendment 
which I ha1e offered in order to save time, even with the state­
ment he bas made, and let it go into the bill, I shall undertake 

L...:~Y-512 

to try to thrash it out hereafter. I had ratb,er have a vote, 
and I understand that some of the Senators are going aw.ay, 
and that there is a situation here which requires action on 
the bill. 

Mr. SMOOT. With the reservations that I have already 
made, I have no objection to the amendment going into the bill. 
As I understand, the Senator says that is satisfactory to him. 

Mr. REED of Missouri. Very well. 
The PRESIDING OFFICER. The question is on the amend· 

ment offered by the Senator from :Missouri. 
The amendment was agreed to. 
Mr. REED of l\1issouri. Mr. President, I offer the amend· 

ment which I send to the desk, which I hope--
Mr. WALSH of Montana. May I say to the Senator from 

Missouri that I have already presented certain amendments 
which I desire to submit They are in connection with the 
very subject which has been under consideration. Would the 
Senator object to my submitting those amendments now? 

111r. REED of Missouri. No; I will yield to the Senator 
from Montana for thait: purpose. 

Mr. WALSH of Montana. l\Ir. President, on page 236, after 
the word " board "--

1\fr. SMOOT. l\Ir. President, the committee amendments af­
fecting that question have been agreed to. If the Senator will 
make a reservatian, when the bill gets into the Senate, he can 
then offer the amendments he wishes to offer. 

Mr. WALSH of Montana. Very good. 
Mr. Sl\100T. Otherwise, we would have to reconsider the 

amendments which have been agreed to, and there may be some 
Senators who would want to be present when that is done. 

Mr. WALSH of Montana. I will be glad to act on the sug­
gestion of the Senator. 

Mr. REED of Missouri. Since the Senator has raised the 
point of reconsideration, the Senator will remember that I 
have reserved this amendment, and I assume that the record 
will have to show a reconsideration in order to offer it. 

Mr. SMOOT. What amendment is that? 
Mr. REED of Missouri. The amendment which has just 

been agreed to. 
Mr. SMOOT. That was understood and the record will 

show that it was agreed that the amendment to which it was 
an amendment should be reconsidered. 

1\lr. REED of Missouri. And that has been reconsidered? 
Mr. SMOOT. That has been reconsidered. 
Mr. REED of Missouri. Very well. 
:Mr. President, if we are to take the course just suggested 

with reference to amendments proposed by the Senator from 
Montana, I offer the following amendment which I hope may 
be accepted to amend paragraph 10 of section 231 by inserting 
after the word "companies," in line 7, on page 84, the follow­
ing: 

Or casualty- or fire- or reciprocal- or inter-ins'llrance exchanges. 

Mr. SMOOT. I understand that there are only a very few 
small cGmpanies in the United States in that category and I 
have no objection to tile amendment. 

Mr. REED of Missouri. I understand that these exchanges 
pay no taxes anyway, but are required to make returns. 

Mr. SMOOT. I will ask unanimous consent that the amend­
ment be adopted at this time. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Missouri. 

The amendment was agreed to. 
Mr. WATSON. Mr. President, I offer the amendment which 

I send to the Secretary's desk and ask that it may be read. 
The PRESIDING OFFICER. The amendment will be 

stated. 
The PRINCIPAL CLERK. On page 245 it is proposed to add 

the following subdivision to section 1106 : 

SEC. 1106. (a) That in any case where a tax has been paid to and 
collected by the United States Government under any excise tax 
law in force at the time of payment, and after January 1, 1917, and 
subsequently the amount collected shall have been refunded to the 
taxpayer by the Government without being required to do so by a 
decision of a court of competent jurisdiction and where the articles 
of property taxed have passed from the possession and ownership of 
the taxpayer, said taxpayer shall not again be assessed or taxed, 
and no demand shall again be made by the Government for a tax 
for the same lease or sale thereof : And be it further provided, That· 
where said taxpayer has been so reassessed or retaxed, said lny, 
assessment, or tax shall be abated, and in case the tax or any part 
thereof has been paid after demand, the amount so paid shall be re­
funded to said taxpayer in the manner provided under this act. 
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--Mr.- SMOOT.- Mr. President, that is what is known as the 
retroactive sales tax, is it not? 

Mr. WATSON. No; It is not universal in its application. I 
can explain it in a moment or two. 

Mr. SMOOT. Will the Senator allow me to see . the amend­
ment? 

l\fr. WATSON. Certainly. 
Mr. W .AD SW ORTH. While t.he Senator from Utah is look­

ing at the amendment, will the Senator from Indiana yield to 
me? 

Mr. WATSON. I will be delighted to do so. 
1\Ir. WADSWORTH. Mr. President, I merely desire to con­

sume about a minute, perhaps a minute and 30 seconds, of 
the time of the Senate. Toward the end of last week the 
Senate adopted an amendment p1·oviding for a complete pub­
licity of income-tax returns. In view of the possibility of 
tlle enactment of such a provision as a part of the revenue 
law of 1924 I anticipate that something like the following 
advertisement may appear in a prominent daily newspaper 
along about September 1 of this year. I ask the Secretary 
to read it 

The PRESIDING OFFICER. Without objection, ~ Sec­
retary will read as requested. 

The principal clerk read as follows: 
[.Advertisement appearing in a daily newspaper about September 1, 

19241 
What did he pay for it? 
What did he sell it for? 
What were his expenses for labor, material, supplies, and rent? 
Ilow much does he owe? 
What interest does he pay? 
What bad debts does he carry on his books? 
Does he pay alimony? 
Don't yoa want to know these things about your neighbor and busi-

ness rival? · 
We can get all this information for yoa and a lot more about his 

business, domestic affairs, and method o! living from his income-tax 
return right here in Washington. 

Don't travel. 
Drop us a line and we will send you in a plain, unmarked envelope 

our schwule of rates. 
Everybody's doing it! 
Our service is of especial value to politicians and prospective candi­

dates for oflice. 
The Haveluk Company, Spy Building, Eye Street, Washington, D. C. 

Paul Pry, president; Thos. Peeper, vice president. Telephone, Peek­
a-boo-double .. O." Cable address, Keyhole. 

Mr. WATSON. 1\lr. President, a recital chronologically of 
the incident which led up to the formulation and offering of 
this amendment may best illustrate and enforce it. 

Leaf springs were assessed regularly and in accordance with 
due process of law, and tbe tax was paid. Thereafter, on a 
contest, the taxes were ordered refunded. I can throw light 
on the . ubject by reading from the letter of the Commissioner 
of Internal Revenue, in which the plea of the taxpayer was 
granted and the tax~s ordered refnnded. 

.Article 15 of regulations 47 defines an automobile part-

Tbis was a tax on leaf sprin.gs, I will say-springs that 
enter into the manufacture of automobiles and motor cycles 
and buggies and carriages and vehicles of all kinda and char­
acters. 

Article 15 of regulations 47 defines a.n automobile- pa.rt-

.And these had been originally taxed as automobile parts in 
thut section of the tax bill that I shall not take time to read. 

Article 15 of regulations 47 (re.vised) defines an automobile part 
as any article designed or manufactured for the special purpose of 
being used as or to repla~e a component part of an automobile or 
motor cycle, and which by reason of some peculiar characteristic is 
not such a. commercial e<>mmodity as wonld ordinarily be sold for 
general use, and which is primarily adapted only for use a.s a com­
p<>nent part of an automobile or motor cyele. 

It appears from your brief that vehicle leaf springs m their present 
form and design have been in use for a great many years and were 
u::;ed long before the advent of the automobile ; that they had been for 
many years and are to-day used for a great many purposes other than 
in automobiles; that exactly the same spring in type and otherwise can 
be and is used for automobile and other purposes; that there ts 
nothing in the design ox e<>nstruction of the ordinary vehicle leaf 
~pring used on automobiles to make it primarily adapted only for 
such use, and that it may be and is used for other purposes; and 
tbat of the leaf springs sold the vast majority are sold for purposes 
other than use on automobiles. 

In view of tllese facts, the bureau now takes the position that 
vehicle Ieaf springs, as distinguished from highly specialized lea! 
springs. such as auxiliary shock-absorbing devices using the leaf-spring 
p1inelple, which are not prlmarily adapted only for use as a component 
part of an antom()bile- or motor cycle are not subject to tax under sec­
tion 900 of the revenue acts of 1918 or 1921. 

Holding that this tax had been illegally collected, and that 
tllere should be a refund of the taxes. Shortly after that time 
circulars were sent out to all the manufacturers explainino- to 
them how they couJd apply for and obtain the refund. They 
did apply for the i·efund and obtained it, and it was paid to 
the manufacturers. After that. another circular was sent out 
by tile department instructing these manufacturers of automo­
biles that inasmuch as they had collected the taxes from the 
jobbers, and the jobbers in turn had collected them from the 
customers, the taxes sbouJd be refunded by the manufacturers 
to the jobbers~ and by them on down to the purchasers, and 
in many instances this was done. Some of them paid it all 
back; some paid back a portion of it, waiting for the final 
signature of the Secretary of the Treasury before paying back 
all the taxes. 

This was the condition when, on December 17, 1923, after a 
period of 15 full months, there came an order like a bolt from 
the blue sky-because nobody apprehended it or knew it was 
coming-ordering that all of these taxes shonld be immediately 
paid, and giving 10 days in which to pay them into the 
Treasury. 

Wnat was the situation? Most of these men could not pay 
these taxes. They did not ha-re the money. :t'hey could not 
get the money. One ot my constituents in Richmond, Ind., 
was ordered immediately to pay $136,000 of taxes. He could 
not go and borrow that money. He did not have it. He could 
not get it. In good faith he had paid the tax originally. In 
good faith be had made the claim tor the refund. The refund 
had been ordered, and a portion of this money had been dis­
tributed. TWO' other constituents of mine in Indiana under 
like circumstances had distributed all of the fund. They are 
now ordered summarily to pay it in, and they are not able to 
pay it back. 

Under the law they couJd pay the tax, wait six months, and 
sue; but the trouble about it is that these gentlemen can not 
pay the tax. They can not meet this 01·der. They can not 
measure up to this demand ; and the result of this illegal 
process-and I call it illegal because it is wholly unfair-by 
the Treasury Department is that sernral of these gentlemen 
will be bankrupt and driven on the rocks simply because of this 
conduct of the Treasury Department. 

These refunds were orde:red by the commissioner, and there 
is the letter. I have read it The conte.t was made in good 
faith. The money was paid back. These gentlemen refunded 
it. Now they are ordered to go out and get it. When they 
undertake to go and get it from the jobber, or go back to the 
customers, they find some of them out of business, they find 
some of them have gone bankrupt themselves, and they are 
unable to collect these taxes; and as a result of this unfair 
treatment by the Treasury Depa,rtment of citizens of the 
United States engaged in a legitimate enterprise severa t of them 
are going to be entirely put out of business and bankrupt. 

This amendment is offered simply to cure that difficulty. 
It provides as follows : 

That in any ease where a tax hag been paid to and collected by 
the United States Government under any excise tax law in force at 
the time of payment a.nd after January 1, 1917, and subsequently the 
amount collected shall have been refunded to the taxpayer by the 
Government without l>eing required so to do by a decision of a court 
of competent jurisdiction, and where the articles ot property taxed 
have passed. from the possession and ownership of the taxpayer, said 
taxpayer shall not a.gain be asses ed or taxed, and no demand shall 
again be made by the G~vernment for a tax for the same lease or 
sale thereof: And be it further pr91iided, That where said taxpayer 
has been so rea ~essed or retax.ed, said levy, a.ssessment, or tax. sllllll 
be abated, and iu case the tax, or any part thereof, has been paid 
after demand, the amount so paid shall be refunded to said taxpayer 
in the manner provided under this act 

So that it is confined to- a i:.pecific case where an assessment 
has been made, where the ta.x has been refunded, and then 
where another tax has been levied. It provides that that tax 
shall be abated where it has not been paid, and where it has 
been paid that it shall be refunded. I am very glad to say, 
however, that none of the taxes thus assessed have been paid 
this second time, and so no money will be taken out of the 
Treasury; and it is only a question ot the abatement of tl1is 
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tax which under tbe circumstance. I believe to be absolutely 
unfair. I believe that the Government has no right to treat 
its citizens in that manner, and therefore I think that not­
withstanding the fact that this is retroactive, it is retroacth·e 
only in tbe interest of fair dealing as between the· Gowrnment 
and its citizens. 

l\1r. SMOOT. Mr. President. the committee decided that they 
would not make a claims bill of this revenue measure; but 
tbere has been retroactive legislation, and I will leaYe it en· 
tirely to the Senate as to whether they want to put this in or 
not. This is a claim against the United States, and if the 
Senate wants to put it upon this bill, well and good. 

The PRESIDING OFFICER (Mr. STERLING in the chair). 
The question is on the amendment of the Senator from Indiana. 

The amendment was agreed to. 
Mr. WATSON. Mr. President, just in the same line, to 

cover this same transaction when the money has been paid out, 
I offer another amendment. It cures the whole thing, and that 
is what I am after-a cure-all. • 

The PRESIDING OFFICER. The Senator from Indiana 
offers a further amendment, which will be stated. 

The READING CLERK. It is proposed to add to section 1108 
the following: 

(a) No excise tax shall be levied. assessed, or collected by the Com­
missioner of Internal Revenue on any article of property sold or 
leased by the manufacturer, producer, or importer where at the time 
of said lease or sale there was an existing ruling, regulation, or 
Treasury decision holding or construing that said article of property, 
or the lease or sale of same, was not taxable, and where the manufac­
turer, producer, 1>r importer p.arted with possession or ownershlp of 
said article of property relying upon said ruling, regulation, or Treas­
ury decision. 

The PRESIDING OFFICER. The question is on the amend­
ment offered by the Senator from Indiana. 

The amendment was agreed to. 
Mr. WILLIS. Mr. President, I offer the amendment which 

I send to the desk. 
The PRESIDING OFFICER. The amendment will be stated. 
The READING CLERIC On page 233, at the end of line 10, it is 

proposed to insert a new sentence, to read as follows: 
This subdivision shall take effect upon the enactment of this act. 

l\Ir. SMOOT. Mr. President--
Mr. WILLIS. It is not necessary for the Secretary to read 

the others. If I may explain this amendment to the Senator 
for a moment, I think he will not object to it. 
· l\Ir. Sl\lOOT. I know exactly what this amendment means. 

Does the Senator want to offer another amendment? 
Mr. WILLIS. If this shall be adopted, there are two others 

that ought to go with it. It corrects the bill. Of course, it is 
not necessary to offer them unless this sha.11 be adopted. I 
thought the Senator undoubtedly would accept this amendment. 

Mr. SMOOT. I would if it were possible of administration ; 
but how on earth can a manufacturer of playing cards know 
the hour when the President of the United States will sign 
this bill? 

Mr. WILLIS. The usual principle of law will apply there. 
The law does not take cognizance of a fraction of a day. 
They will know the day when it is signed. 

Mr. SMOOT. Mr. President, I should like to collect that 
30 days' tax. I should be delighted to get it into the Treasury 
of the United States; and if the Senator thinks that it can be 
administered successfully, I am perfectly willing to ac_cept 
that amendment. 

Mr. WILLIS. I wish the Senator would accept it. 
Mr. SMOOT. I will accept it, l\1r. President. because it 

simply means that instead of giving 30 days' time for tbem 
to make a sale before this tax applies, it applies immediately 
upon the passage of the bill. I want to say to the Senator also 
that I know it is going to be beneficial. 

l\Ir. WILLIS. I tbink it ought to be said that this amend­
ment is a most unusual one in that it comes from perhaps the 
largest manufacturer of this particular commodity--

Mr. Sl\IOOT. I know that. 
Mr. WILLIS. And he is not compln.ining about the increased 

tax, but is asking that the law take effect 30 days earlier than 
the bill provides, so that the Government will have about 
$200,000 more money, and he, . incidentally, will avoid some 
bother. 

I thank the Senator for accepting the amendment. 
The PRESIDING OFFICER. The question is on agreeing to 

the amendment offered by the Senator from Ohio. 
The amendment was agreed to. 

l\Ir. WILLIS. The other two aruendrneuts are to correct the 
bill, or to amend other sections. so a~ to bring them into 
harmony with this. 

l\lr. SMOOT. I will see what the other two amendment:::: 
are. 

Mr. WILLIS. They ought to be stated. 
The PRESIDING OFFICER. The Secretary will rate the 

next amendment offered by the Senator from Ohio. 
The READING CLERK. On page 275, line 16, after the ~econd 

parenthesis, it is proposed to insert : 
Except subdivision (12) of Schedule A, and--

Mr. SMOOT. That is neces ary in order to conform to the 
amendment that has just been agreed to. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment of the Senator from Ohio. 

The amendment was agreed to. 
Mr. WILLIS. I desire to offer an amendment, to come in nt 

page 200, at the end of line 4. 
The PRESIDING OFFICER. The Secretary will state the 

amendment. 
The READING CLERK. On page 20-0, at the end of line 4, 

insert: 
Or tor eyeglasseR and spectacles sold or leased for nn amount not 

in excess of $40. · 

l\lr. WILLIS. l\Ir. President, it will be ob.served that the pro­
posed amendment is in the section that make exemption~. .\. 
the bill passed the House, it provided in line 23, page 199: 

The tax imposed by subdivision (a ) shall not apply to (1 ) ur­
gical instruments, musical instruments, eyeglasses, speccacles, or 
silver-plated flat tablewnxe. 

The committee has made an amendment striking out the 
words "spectacle and eyeglai:: es,'' so that they would uot 
be exempt. It seems to me that the amendment which the 
committee has proposed ls hardly a desirable one. Spectacle:-; 
and eyeglasses are not in the nature of luxuries. Tllere are 
a good many so unforhmate physically a to ab ~oiutely need 
those articles. It appears to me that is not a Yer~- goou 
source of revenue. I should have preferred the bill as it 
passed the House, but the amendment I haYe offered would 
exempt eyeglasses and spectacles co ting under $40. 

l\Ir. S'l!OOT. The bill excepts eyeglasses and spectacle~ 
up to $25. Nobody pays a tax on a pair of spectacles unless 
they cost more than $25. It does seem to me that that exemp­
tion is ample, and it seemed that way to the committee. 

Mr. WILLIS. Will the Senator permit me to inr"ite his 
attention to the fact? It is not a pleasant subject to discu~s, 
but the more di~tressiug the case of eye h·ouble, the more 
certain it i that the exemption the Senator proposes in the 
bill would not be effective, because, as the Senator knows, 
lenses that are neceRsary for very .. erious ca es of eye trouble 
cost at least $25 without the mounting. With that situa­
tion, it seems to me that the figure hould at leaF:t be enough 
more than that amount to cover t11e cost of the cheapest kind 
of frame. 

I take that as a tentative figure. Would not the Senator 
agree to have it made $30 or $35? I do not like to have it 
said that the Senate by thi legi. lation i le"\'ying a tax upon 
those Yery necessary articles which can not be denominated 
under any circumstance as luxuries. 

l\Ir. SMOOT. I have not heard any complaint about the tax 
in the existing law and the limitations. 

l\1r. WILLIS. Of course my experience is different. I have 
heard some complaint. 

l\Ir. SMOOT. I recognize thn.t eyeglasses and spectncles are 
put in here, and the Hou e fixed a figure at $40. The Hou e 
fixed $40 ulso on the other article", urgical instruments, 
musical instruments, and silrnr-plated tableware. 

l\lr. WILLIS. It seems to me there i more reason for an 
exemption on eyeglasses and spectacles than on flat tableware. 
That, perhaps, is not so nearly a necessity. For anyone who 
can not read a line without spectacles or eyeglasses the e~'e­
glasses and spectacles a.re necessities, and I dislike to be put 
in the position of having to say that the Senate decided to levy 
a tax upon those absolutely necessary articles. 

Mr. Sl\IOOT. I think we have received 10 letters against the 
silver-plated tableware tax to one in regard to . the eyeglas' 
tax. I do not know why it is. 

Mr. SIMMONS. I have had quite a number of protest 
from constituents of mine against the tax on eyeglasses. 

Mr. W .ALSH of Massachusetts. What i.s the rewnue from 
the tax on eyegla es? 
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.. Ir. SlIOOT. I could not tell the Senator the revenue under I back to the old situation, in which the taxpayer must have filed 
the eyeglass provision, but I can tell him what it would be under bis claim for refund within four years of the date of having 
the whole paragraph. pai<i the tax. 

l\!r. WALSH of Massachusetts. How much is it for the whole Mr. S"l100T. The Senate has already agreed to that amend-
pnragrnph? ment 

~rr. Sl\100T. Under the present law, $10,000,000, and it is Mr. WADS WORTH. I know it; I am not touching that 
estimatetl that the revenue derived under the bill as it passed amendment. I-am merely referring to it as a step proposed by 
the House of Representatives would be $4,000,000 on the basis the· House. The step I propose does not conflict with the Senate 
of $40. The ei;:timated jewelry tax for 1924, including all jew- amendment, which has been agreed to, but is to be inserted 
elry, is $10,750,000. I suggest that we let it go to conference. at the end of the bill and to eover all kinds of taxes. 

)Ir. SL.\IllO.NS. I think it is all right to let it go to con- l\lr. SMOOT. It goes further than the House provision. 
ference. l\Ir. WADSWORTH. It does, and in common justice it 

~Ir. WILLIS. \ery well, if the Se-nator can give us some should. Let me have the attention of the Senators who are 
assurance. I do not de~ire to he contentious about it, but I do present. 
tbiuk it is a mistake not to make a proper provision in this The big ta:\..'J)ayer, the big corporation, which pays heavily, 
i1Iace. \Yould the Senator ac-.;ept an amendment? Suppose I is assessed or is about to be assessed by the Internal Revenue 
set the fi~ure at $40? Bureau. TMy may employ attorneys at considerable expense, 

~Ir. SMOOT. Applying merely to spectacles? and it is well worth while for them to do so. They bring a 
:\fr. 'VILLIS. To spectacles and e~-eglasse"'. ·test case in the court. Those cases go either to the circuit 
~Ir. Sl\IOOT. Let the amemlmeut b€ read. court of appeals in the district in which the case is brought 
The PRESIDIXG OFFICER. The amendment will be :re- or may go to the Supreme Court of the United States. It 

porte<l. takes some time for the decision to be reached either by the 
The READING CLERK. On page 200, at the end of line 4, after circuit court of appeals or by the Supreme Court. 

the numerali:; "60" and before the period, in ert the words "or The big taxpayer, being well a<lvised by competent legal 
for ereglas~es an<l spectacles sold or leased for an amount not advice, competent counsel, is well aware of the possibility of 
in exce~s of $-10." enforcing its contentions. The little taxpayer away off in the 

IHr. WILLIS. I will modify the amendment so as to make country somewhere never hears of it. It may take two or 
it ~30. three years before the case will finally be decided by the 

Mr. Sl\IOOT. I will accept that amendment. court, whichever court makes the final decision. 
)fr. \VJLLIS. Very well. I so modify it and will let it go If the court sustains the contention of the taxpayer in that 

to couference. case, that big taxpayer gets his money back. In the meantime 
'l'he PUESIDI:XG OFFICER Without objection, the vote by the statute of limitation is running against the little man who 

which the amendment of the committee was agreed to will be has no opportunity, owing to his modest means, of followin~ up 
reconsicleretl, and the question is on agreeing to the amendment things of that sort. Ile can not employ counsel to follow 
to the amendment. these things along. 

The am('ndment to the amendment was agreed to. Wllat does this amendment propose to do? It proposes that 
The amernlment a. ameuded was agreed to. in tile case of any tax-.tncome tax or surtax or excess-profits 
Mr. SDDJO.KS. 1\Ir. President, one of the ubstitute amend- tax in the past; any tax covered in this act-whenever the 

ments offered by my. elf relates to the income taxes, and that Supreme Court declares a tax illegally assessed or invalid on 
Jrns not been acted upon because it wa•' not in order before. constitutional groundS or otherwise, or wherever the circuit 
It is an amemlment with reference to tlie exemption. But in court of appe.nls declares the assessment or the collection 
view of a suggestion made to me by the chairman of the com- invalid, and that decision of the circuit court of appeals is 
mittee, I will not press it at this time. final, which is the case in a great many instances; thereupon 

Mr. WADSWORTH. Mr. President, I offer an amendment all other taxpayers, great or small-and most of them are 
which I ask the Secretary to read. small-may take advantage of that decision and shall have 

The PRFSIDING OFFICER. Tl1e Secretary will state the this period of time in which to file their claims for refunds. 
amendment. In other words, the law as at present written, with a limita-

The READING CLERK. On page 274, after line 10, the Senator tion place~ upon the filing of elaims for refunds, operates 
from New York proposes to insert: solely to the advantage of the rich man who can employ com­

SEC. 1131. Where any provision of any act specified in section 
281 (a) of this act or the application there-0f to any person or cir­
cumstances bas been held to be invalid. or any interpretation placed 
thereon by any of the executive departments has been held to be 
incorrect (1) by the Supren1e Court of the United States or (2) by 
decision of a United States Circuit CQurt ot Appeals which becomes 
final, any ta::r illegally collected pursuant to such pron ion shall be 
credited or refunded if a claim therefor i& filed by the taxpayer within 
four years after such dec.i ion notwithstanding any other statJ.ltory 
period of limitation providing to the contrary. • 

:.Mr. S.UOOT. :Mr. President, this amendment was considered 
-very carefully by the committee. It means that, notwithstand­
ing the period of limitation, anyone who may now want to 
make a claim against the Government can do so. There has 
to be some time when the question iB settled, and the commit­
tee thought this was a very dangerous proposition. I hope the 
Senate will not agree to it. 

.i:Ir. WADSWORTH. Tl1e Senator from Utah has con­
demned it wholesale, but I do not think he hns told the eutire 
story at that. 

On page 136 a committee amendment will be found which 
strikes out the language from line 3 to line 11, inclusive. The 
House language is stricken out. The House approached this 
question about halfway and provided that-

(d) Where any provision of any act specifieC in ubdivision (a) of 
this section or the application thereof to any person or circumstance~ 
has been held by the Supreme Court of the United States to be invalid, 
any amount of inC<:1me, war-profits or excess-profits tax illegally col­
lected pursuant to such provision shall be credited or refunded if a 
claim therefor is filed by the taxpayer within four years after the decl­
sion, notwithstanding the period of limitation provided for in subdi­
vision (b) has expired. 

The Senate, on the recommendation of the committee, has 
stricken that out, and, as I understand it, that throws the law 

petent counsel to push his case through the court, but the little 
man off' in the country is left belple s. 

hlr. REED of Missouri. If the Senator will pardon me­
Mr. WADSWORTH. I yield. 
Mr. R.GED of Missouri. I feel very great sympathy for the 

Senator's suggestion when he proposes to write into the law 
a provision that a decision of the court of appeals having been 
rendered allows the taxpayer to bring these claims. Wlrnt 
would he do if we had opposing decisions by the court of ap­
peals? If it is made to rest upon a decision of the Supreme 
Court of the United States we could regard that fairly as a 
finality. But one court of appeals might decide a question one 
way and another court of appeals might decide a similar ques­
tion another way. 

Mr. WADSWORTH. I think the language of the amendment 
takes care of tllat subject. It reads: 

When such a t\x has been declared invalid. first, by the Supreme 
Court of the United States or, second, by decision by the United Stntee 
Coul't .of Appeals, it becomes final 

Only in that case does it become final. The gr at majority 
of them are never appealed to the Supreme Court. 

~Ir. REED of Missouri. It might become final in that par­
tkular ca~. Another comt of appeals might, however, reach 
a different-eonclusion in another case involving the same matter 
as they frequently do. 

Mr. WADS WORTH. Then it is up to the Government, as I 
understand it, to appeal from the circuit court to the Sup1·eme 
Court. In tliat case it is not final. 

Mr. REED of Missouri. No; not if that is done. It is 
entirely concern1ble that rne court of appeals miglit render ~ 
decision in a ease holding a certain tax is invalid ; that there­
after the case should be br-0ught again in the same or another 
circuit and that a different conculsion should be reached, and 
that the Supreme Court would finally affirm the decision -0f 
the second court of appeals. Iu the meantime a taxpaJ'er has 
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brought his suit against the G-Overnment demanding a refund 
of his taxes. He bases it upon the fact that the court of 
appeals has declared the law to be invalid. I can see great 
difficulty in the amendment <>f the Senator unless he limits it 
to the Supreme Court of the United States, because it is diffi­
cult to say when, if ever, a decision of the eourt of appeals 
that a law is valid or invalid is in fact an absolute finality. 

l\lr. WAD SW ORTH. Am I incorrect in stating that under 
one of our statutes, and I do not know which one, the decision 
of the circuit court of appeals is deemed final upon a tax 
matter? 

l\Ir. REED of Missom·i. Suppose there is another tax suit 
brought in another district? 

Mr. WADSWORTH. Then, I believe, it is within the power 
of the Supreme Court to bring it up to its jurisdiction by writ 
of certiorari. 

Mr. REED of Missouri That is true, of course. but it may 
not be done. I am thinking of t.hat difficulty and calling the 
Senator's attention to it. 

Mr. FLETCHER. In the case of a variety o:f opinions by 
the court of appeals, it would be the duty of the Government 
to take a ca e to the Supreme Court of the United States and 
thereby obtain uniformity of opinion. 

Mr. WAD SW ORTH. That is what happens. 
Mr. IlEED of :Missouri. But what happens in the meantime 

with a law that is drawn wllere there is a final decision of 
tlle court of appeals that the tax shall be refunded and after 
that another court of appeals reaches a different decision, and 
the second court is affirmed by the Supreme Court of the 
T"nited States"! 

Mr. W-USH of Montana. .And from which decision would 
the four years run! Re.re is a decision made by the circuit 
court of appeals on the 1st day of June, 1924. That is final, 
and there is no occasion for a review by certiorari. On the 
1 t day of December, 1924, a second decision is made, and now 
there is a conftict in the two, and a writ of certiorari is taken 
from the decision of Deeember L From what time is the 
four years to run, from the decision made June 1 or the 
decision made December 1 '? The Senator may be correct, but 
it would be news to me to know that there is any statute mak­
ing a tax-case decision final in the circuit court of appeals. 

Mr. WAD SW ORTH. I hesitate to comb-at recollections and 
o'f)inions of men learned in the legal profession, but I am quite 
eertain t11ere is a statute which makes decisions of the circuit 
court of appeals final in revenue cases. 

Mr. WALSH <>f l\Iontana. · .l\iay I ask the Sena.tor if there 
is any such limitation provi. ion in any statute? 

l\Ir. WADS WORTH. I am sure I do not know. 
Mr. WALSH of 1\Iontana. If there is none, of course the 

wisdom of the .ages must be against the propositi<>n. 
Mr. WADSWORTH. I am not so sure that the wisdom of 

tbe ag~s holds good when we reaeh our complicated tax laws, 
where we are taxing in the most complicated fashion millions 
of people. 

l\Ir. WALSH of Montana. I was going to say to the 'Ren­
a tor that the same principle extends throughout all manner of 
litigation. Here are half a. dozen men who have the same kind 
of a C'Ontroversy-that is, one in which the same legal principle 
is involved. One of them institutes a suit, and he takes it to 
the Supreme Court and ernntuall:y establishes a principle. Ex­
U('tly th~ same principle is involved in the case of a. multitude 
of men, but the statute of limitations has run against them. 
No statute of limitations such as the Senator suggests, so far 
a: I am aware, has ever been suggested by anybody. For 
instance, men have been lmng upon one construction of the 1aw, 
\Vhen finally some one takes an appeal to the SUIYreme Court 
of the United States and it is determined that the law as con­
strued by the lower court was wrong. Why make any exce_p­
tion in the case of a tax payment? Here is a man who has lost 
Yaluable property upon the assumption that the law was so­
antl-so. Another man, more litigious in character, resists the 
propo ition and takes his case to the court and eYentually gets 
a <lecision of the Supreme Court, but the statute -0f limitations 
ha.· run '3.gainst the man who has laid by. 

l\Ir. WADS WORTH. "Who has laid by" is earcely an 
accurate description Qf 11is predieament. It has been impos­
sible for him to take adYantag~ -0f the ea e. He has not had 
the money nor the opportunity. 

!\Ir. WALSH of :Montana. That is exactly the situation 
that I am pre enting to the Senator. 

Arr. WADSWORTH. I want to give the man a chanre. It 
the amendment is not right in its detail, I would like to see 
that man have the same chance to get his money back after 
the other man has prov-ed it never should have been talren 
it.way from him. 

Mr. WALSH of Montana. I am pointing out to the Senator 
that the same condition applies to all manner of litigation. 
The man who does not or is not able to take his appeal 01' to 
litigate the matter eventually has the statute of limitations 
run against him, either because he is unwilling or unable to 
prosecute the case further. Finally some one who is abl~ or 
willing to do it takes the matter up and an adjudication is 
had, but the poor man who did not appeal has lost his valuable 
farm by reason of the ermneous view of the law taken by the 
lower court. 

Mr. WADS WORTH. It may occur in some States. 
Mr. WALSH of Montana. Oh, it occurs in all States witlt 

reference to all matters of litigation. The statute of limita­
tions runs from the time the cau e of action arises. That is 
the rule. It does not run from the time subsequently that 
some one gets a decision from the court of last resort. I do not 
think there is any such statute. 

l\Ir. WADSWORTH. What does the Senator believe the 
justice of the situation demands? 

)lr. WALSH of Montana. The justice <>f the situation de­
mands a statute of limitation of reasonable length, and that is 
all, from the time the cau e of action arose and not from the 
time th~ court might decide it the other way. 

Mr_ WAD SW ORTH. That would leave QUt everybody who 
had not bad notice. 

Mr. WALSH of :Montana.. It is not a matter of notice at all, 
because everyone hns notiee under the law. Besides, I think it 
is a very unwi:e thing to have people standing by waiting for 
some one -else to prosecute litigation of which they expeet to 
take advantage. 

Mr. WAD SW ORTH. The Senator would not deny thnt that 
is a common practice? Test cases are brought in all kinds of 
matters. 

Mr. WALSH of :Montana. I am well aware of that. 
Mr. WADSWORTH . .And a crowd stands by waiting to see 

the outcome -of the test case. 
Mr. SHORTRIDGE. Mr. President, I desire to address my­

self immediately to some thoughts advanced by the Senat-or 
from l\.Iis ouri [Mr. REED] and the Senator fr-om Montana [l\Ir. 
WALSH]. I am particularly interested in that lJOrtion of the 
proposed amendment which reads: 

Where any interpretation placed there by any of the executive de­
partments has been held to be incorrect. 

I ask the respectful at'tention of my brother Senators. Cali­
fornia is wha.t is called a community-property 'State. There 
are some seven of the States in the Union. I think, who have 
that system of J)roperty, and they are spoken of, as lawyers 
know, as community-property States. Some years ago there 
w:as an opinion rendered by the Department of Justice to the 
effect that in California husband and wife could not file sepa­
rate returns as to income a rising from community property. It 
was held that the community property, under dominiQil of the 
husband during coverture, was to be regarded as his separate 
property in so far as making income-tax returns and amount 
of income ta.."{es were concerned. The Department of Justice 
also held that the interest the wife had in community which 
passes to her npon the dissolution of the marriage was subject 
to Federal inheritance tax law. 

Mr. Wardell, the then collector of internal revenue in Cali­
fornia, appointed by President Wilson, considered the subject. 
After the ruling made by the Department of Justice there was 
an action commenced for the purpose of interpreting the law. 
That action is known as the case of Wardell against Blum. 
Judge Rudkin, then a judge from the ea.stern district of Wash­
ington, recently promoted to the circuit bench, rendered a deci­
sion in that case in which he held and decided that the wife 
had a. vested 'right in the community property. 

Of course, community pr-0perty is that which ls acquired 
after marriage other than by gift, descent, or devise. He held 
that the ~wife had a fixed, definite, vested interest in the com­
munity property ; that she, therefore, was not an heir to the 
husband but that she was a survivor and took as one partner 
might take upon the dissolution of the partnership ; that 
inasmuch as she was not an heir of th~ husband the one­
half of the community property to which she succeeded was 
not subject to the Federal inheritance tax. That case was 
argued very elaborately before Judge Rudkin and was followed 
by the decision which I ha\"e stated. The Government thought 
it proper, as it was, to prose<:ute an appeal to the circuit court 
The circuit court affirmed that decision. 

Now I come to the point suggested by certain Senators. It 
is the law that in matters of revenue a decision of the circuit 
court is final, subject to the power of the Supreme Court to 
issue a writ of certiorari in order to harmonize an,y conflieting 
decisions which may be handed down by the different circuits. 
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Therefore the Government, not being satisfied with the decision the liberty to state to other Senators, ancl referred him to 
of Judge Rudkin, not satisfied with the decision in the ninth certain cases and certain propositions of law. Thereafter I 
circuit court affirming his cleci ion, applied to the Supreme called upon Mr. l\Iellon, the Secretary of the Treasury, and 
Court for a writ of certiorari. The Supreme Court, having went over the whole subject matter with him. He requested 
before it the decision of Judge Rudkin, the decision of tile me to addre s him a letter setting forth the matters to which 
ninth circuit court, and the elaborate briefs which were I have thus referred. On the 6th of December la t I addressed 
filed in support of the i uance of the writ, after due considera- a letter to the Secretary of the Treasury in which I reviewed 
lion, finally denied the wdt. As lawyers know, that was the case of Blum v. Wardell, as I have here <lone to tlie Senate. 
ta.ntamount to an affirmance of the decision of the ninth circuit On the 12th of December last the Secretary of the Treasury 
court. Even then, though the writ was denied, which was replied to my letter, stating that, in view of what I aid and of 
tantamount to an affirmative, the Solicitor General, Mr. Beck, the cases to which I invited his attention, he was calling upon 
deemed it his duty to make an extraordinary motion in the the Department of Justice for another opinion in respect to the 
Supreme Court. . matter. 

I use the word "extraordinary," but perhaps I should say That was on the 12th day of December last. He added that 
an unusual motion. He made a motion that the Supreme such request has gone forward to the Department of Justice. 
Court recall or revoke and annul its order denying the petition Upon inquh:y, of cour e I found that such was so. Thereupon 
for a writ of certiorari. His motion wa accompanied by a the D€partment of Justice ._et about to study this problem 
brief and he gave ren on why he made that unusual motion. again and to examine the ca ' e of Wardell against Blum, to the 
He argued that there were certain other cases pending or which end of determining whether tile original opinion handed down 
might be brought and which if they reached the Supreme Court by the Department of Ju tice was correct or should be modified 
might result possibly in a different interpretation of the statute. or withdra "'n and a new opinion issued in accordance with 
He stated that if the Supreme Court of California, which had the law as decided in the Wardell against Blum case, as I have 
before it a certain ca e, should decide that case in such and stated. 
such a way, then and in that event be would withdraw bis Due doubtless to many cases submitted to them, the mul-
motion. tiplicity of duties, there was considerable delay, and it is not 

The Supreme Court of California in due season rendered a improper for me to state that I conYersed with the President 
decision-the one anticipated-and thereupon Mr. Beck ap- in regard to it and later addressed him a letter upon the 
peared before the Supreme Court and asked to withdraw subject. A few weeks ago-I have not the date now in mind> 
his motion for the revocation of the order made in denying but it was within perhaps the last six weeks-there was handed 
the application for a writ of certiorari. down a very elaborate decision by the Department of Justice, 

Mr. BAYARD. Mr. President, may I ask the Senator a ques- overruling or reversing the earlier opinion and deciding that 
tion? the wife in California, which is a community property State, 

Mr. SHORTRIDGE. Yes. takes as survivor, not as heir, and hence her community prop-
Mr. BAYARD. Was the subject matter which was before erty is not subject to the ]'ederal inheritance tax. All this 

the California Supreme Court the same subject mat~r as that I have explained to brother Senators in order that they may 
which was before the United States Supreme Court? now see the interest I take in this proposed amendment. 

Mr. SHORTRIDGE. Answering the Senator, I wii.1 say it Under the rulings formerly made and followed, the wife in 
was a case which involved the respective rights of husband and California was not permitted to file her separate income-tax 
wife to community property, and it was argued that the decision return for income derived from community property during cov­
of the Supreme Court of California would or might have a erture, and her right to do so was alNo involved in this dis­
decisive bearing on the final decision of the Blum v. Wardell cus ion and in these decisions. She was subjected to the pay-
ca~~·. BAYARD. Was the principle involved the same? ment of a Federal inheritance tax on that portion of the 

Mr. SHORTRIDGE. The Solicitor General deemed it neces- community property which came to her upon the dissolution of 
the marriage. 

sary, as a legal matter, to call the then pending case in the 
California Supreme Court to the attention of the Supreme What I am interested in is this: As I understand this pro-
Court of the United States The Supreme Court of California, posed amendment, the interlineation, in particular, provides 
having decided that ~se u.s it did and as anticipated by that where any provision of any act specified in section 281 (a) 
many, thereupon th~ Solicitor General appeared in our supreme of this act, or the application thereof to any person has been 
court, and. by permission, withdrew his motion, as I have stated. held to be invalid, or any interpretation placed thereon by any 

The importanee of this matter lies right here: In the mean- of the executive departments has been held to be incorrect-as, 
time, believing as I did that the decision of Judge Rudkin for example, tile erroneous interpretation placed upon this law 
was correct, that the decision of the circuit court was correct; as it bears upon income from community property and the right 
believing further that the Supreme Court of the United States of the surviving wife-then the wife, who was, fir:::t, illegally 
had thoroughly considered the subject matter before it denied deprived of her right to file a sevarate in.come-tax return, or 
the petition for the writ of certiorari-believing, in a word, second, was subjected illegally, as we now know, to the pay­
that the law bad been definitively decided, that it was settled, ment of an inheritance tax, may make application for a refund 
I called upon the Commissioner of Internal Revenue, Mr. Blair, within four years after such erroneous interpretation of the 
to follow that decision. I suggested that the law, which had statute decision, notwithstanding any other statutory period of 
beeri in controversy and had been agitated in this litigation, limitation providing to the contrary. 
had been finally and definitely determined. I said, and now Whereas some of those who have been illegally subjected to 
say, that the decision was to the effect that the wife in Cali- the ~ederal inheritance tax still have time to make application 
fornia upon the death of her husband did not take as an heir for a refund, and some of those who were denied the privelege 
of the husband but as a survivor, and hence that her portion of of filing separate returns may still be within the statutory 
the community property is not subject to the Federal in- period to make such returns and ask for a refund, there are 
heritance tax. many who are not within the statutory period as it is now fixed 

Mr. Blair very properly said, among other things, that he by the law; and therefore it has seemed to me just tbat if a 
was being governed by the early ruling of the Department of tax has been illegally impo ed and illegally collected, the Gov­
Justice, to which I have made reference, and that under the ernment should be willing to restore that amount, and to that 
precedents and following the custom he was obliged to follow end enlarge the statute of limitations, as proposed by this 
the interpretation of the statute as it bad been handed down amendment 
by the Department of Justice. :Ur. WALSH of Montana. Mr. President, I should like to 

Senators will readily see that I replied by saying: " Even so, ask the Senator this question : In the State of California, if a 
but in the case of Wardell against Blum the decision is to the man pays a tax exacted of him under a construction of the 
contrary. We have the district court decision; we have the cir- statute given to him by the taxing agent, and afterwards some . 
cuit court decision; we have the Supreme Court decision; one else resists the tax and takes the case to the Supreme 
and therefore you should now follow the law as it has been Court of the State of California, which adjudges that his con­
judicially determined." He referred me to his solicitor, Mr. tention is correct, showing that the tax was illegally collected 
Hartson. I called upon Mr. Hartson and went over the whole of the person first named, does the statute of limitations com­
subject with him. mence to run against that person from the time of the decision 

It may not be improper for me to state that I was somewhat in the other case? 
familial" with that problem, having engaged in what is re- Mr. SHORTRIDGE. The statute of limitations, I should 
garded as the leading case in California, the case of Spreckels say, commences to run-as it does, indeed-from the time when 
v. Spreckels, which is cited in all these opinions. I conversed the cause of action a.Iises, unless something "intervenes to sus­
wi th Mr. Hartson and explained to him what I am now taking · pend the running of the statute. 
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Mr. WALSH of ~lontana. "1len he paid the tax. In other 

words, the principle for which the Senator contends as appli­
cable to the Federal -system of bl'Xation has never been in -vogue 
ln his State with reference to State taxation? 

Mr. SHORTRIDGE. As I understand, the Federal stntute of 
limitations is now four years, I bell-eve. 

l\fr. WADSWORTH. Four years from the dat-e of payment 
of the tax. 

M:r. SHORTRIDGE. From the payment of the tax'? 
Mr. WALSH of Montana. Yes. 
Mr. KING. Pardon me-I tnink in the State of California it 

is one -year. 
Mr. 'SHORTRIDGE. I nm referring to the P1ellera1 tax, mid 

that is wbat thls amendment aJ>plies to. I have not tbe statute 
before me. 

'Mr. WALSH of Montana. Ml'. President, I just want-ed to 
know from the Senator whether the principle he now invokes 
has ever f-0und el...1)ression in the statutes of the State of Cali­
fornia or any other State tha.t the Senator knows of? 

Mr. SHORTRIDGE. I do not know that it has, in just that 
form. 

Mr. WALSH of l\l<Jntana. In any form? Does the Senator 
know of any such statute of limitations anywhere in i·eference 
to anything-that the sta:tnte of limitations ·will eomm~ce to 
run from the ti.Joo of the decision by an appellate court of the 
legal principle npon ~vhi~h the rigbts of tlle parties depend? · 

Mr. SHORTRIDGE. Very frankly I answer that I r€call no 
· euch sUi.tute, l>ut I .gay this with regard to this imme<"liate case: 
lJ'.lhe Federal statute now, as I recall, is four years ·'after J>ar­

·1ment" ; 1 remember the stol-y of the great judge who said be 
would be ashamed to answer a question touching the statut-e 
law without looking at the statute, and he would be ashamed 
if he could not answer a question as to the common law off­
band ; but as to the statute, of course, I think it is four years. 

Here is the situation, however: A statute of limitations, as 
my brother Senators who are lawyers knnw so well, bas been 
called a statute of repose, and in many features it is a wise 
statute; but the statute of limitations when set up as a bar 
may be looked upon favorably or not. Much has been said on 
that subject. I have a bill pending which will soon be reported, 
our Committee on the Judiciary having approved it, and the re­
port wm be upon the desks of Senators to-morrow, providing 
that certain defendants may not interpose the statute of limita­
tions in certain cases. The right to plead the statute of 
limitations is not a -vested right. The pleading of a statute of 
limitations does not wipe out the debt or the obligation. The 
debt remains unpaid, the obligation exists, but for reasons 
lmown to many it is deemed wise, in some cases just, to plead 
·a statttte of Iimita tions as a bar to an action or proceeding to 
the end that there may be rest and repose from litigation or 
controversy. 

In this case, however, which comes home immediately to 
1I1any men and women in California, they were obliged to pay 
certain Federal inheritance taxes under an erroneous inter­
pretation of the Federal statute, and they paid them, it may 
be, under protest; but the letter of the Federal statute limits 
the time of commencing an action to recover to four years. 

The taxpayer in Oalifornia raised the qnestion. The dis­
trict court held in his favor. The appellate court held in his 
favor, affirming the tleeision. The Government, properly 
enough, sought the writ of certiorari from the Supreme Court, 
wnich court denied the writ Nevertheless, the Government 
was not yet satisfied, and made the unusual motion to whieh 
I have referred, namely, a .motion to revoke and annul the 
'Order denying the application for the 'Wl'it of certior,ari, await­
ing, as they said, another decision in a case then pending in 
-the Supreme C&urt of ·California. 

In due time-and it takes time-the "Supreme Court of Cali­
fornia handed down Its decision ; and then, in the carrying 
out of his expressed intention, Mr. Beck appeared here in the 
Supreme Court and, by permission, withdrew his motion, and 
thereupon, if not before, the decision became a finality. 

What 1ollow"? In the meantime a great many women, 
widows, in California had been 1'0quired to pay thi-s illegail'y 
levied Federal inheritance tax, ·and the statute of limitations 
has run against their recovery. 

Mr. WALSH of Montana. Exactly; 'but the Senator knows 
that they might easily have instituted a suit at any time to 
recover it, and let the suit stand until the decision of the other 
.case was made. 

Let me ask the Senaror this question : The Snprem~ Court of 
California have a >ery high standing. They have repeatedly 
-decided matters, legal principles, a certain way.,_ and ri-ghts 
have accrued, and business transactions have been adjusted 
in relation to the principles thus laid d0"\"\'"11; and in years after-

-wards--10, 15, or 20 years afterwnTds-they ha·rn reversed tllat 
declsion, said they were wrong ab<Fut tt, anc1 declared an ·en­
'1ire1.y different p1mciple. Does the Senator think it would be 
wise to have a statute in the State of California that a busi­
ness rtransaction that to6.k place ·20 years before should be 
revived by -reason of the fact that the supreme court decided, 
away later, ctiff'ere11tly from what they thought the law was? 

Mr. SHORTRIDGE. No; I answer the Senator immediate1y, 
having in mind the rule of stare decisis which applies to prop­
erty rights, or course I would not nave acquired rig11ts -dis­
turbed; but a -statute of limitation-s--

Mr. W}U;-SH of Montana. P.ardon me. Stare decisls has 
nothing to do with it. 1 do not take the case that was actually 
adjudicated. Of course, that is ended; but I take the cas-e of 
some other 'J)eaple who did not atljudieate their cases at all, but 
transacted their business in reliance u,pon this decision; but 
finally the ·Supreme Cou1•t -say fhat decision was wrong, and 
they reverse it. Would the -Senator give a right of n.ction to 
these people? 

lli. SHORTRIDGE. Why, certainly not; because that d&es 
involve the doctrine of stare decisis. 

l\Ir. 'W .A.LSH of lnontana. 1But the Supreme Court, in tlle 
case that I cite, disregard the rule of -stare decisis and reverse 
themselves. 

Mr. -SHO-RTRIDGE. Certainlv; but I would not i'listm.•b 
l'roperty rights~certainly not. He'I'e, however, we ate con­
cerned ontr with the naked question of the -statute of limita­
tions; and what I am contending for, if I may supplement what 
has been said by the Senator from ... "ew ·York, is this: WheT-e 
our Government, which is ·n just Government, and tloes not 
wish to extort illegally from the citizens, has erroneonsly­
note. erroneou ly-interpreted a statute, and th-e r~sult of that 
has been that many men and many women have been .obliged to 
pay to the Go-rnr:mnent moneYB. within a reasonable time there­
after our Gov-ernmsnt ought to be willing to allow or permit the 
citizen to come forward, and. if what be alleges be true, 
namely, that lie has been oblig~d unde1· a wrong interpretation 
to pay the Government money, to recover that amount. 

l\1r. W~USH oi Montana. But let me say to the Senator 
that no Government, either Federal or State, wants to exa.ct 
of any citizen a dollar in tbe way of taxes to which the State 
·.Or the Government is not entitled. 

Mr. SHORTRIDGE. Certninly ; that is true. 
Mr~ W AJ,SH of l\Iontan:a. But, in the interest of tlle public 

re-re11.11es, it has always been held that a -very brief statute of 
limitations ought to apply to an action to recover taxes that 
are paid, becanse the Goremment does not want to be em­
barrassed by claims tbat are a~erted against the rErrennes 
some 2, 3, 4, or 10 years after these claims have been paid ; 
and so, as n rnle, a ,·e1--y limited statute of limimtions applies 
to such matters. One ;year, two years, three years is the mmal 
statute. · · 

We have gone beyond thn.t. We have pa~sed a four-year 
statute. I undertake to say that the four years is quite beyond 
the usual length of time that the statute of limitations runs 
in the ordinary ca"e. Here is a man who has been obliged to 
pay something ·by reason of an erroneous demand of the Gov­
ernment upon him for bis tax, but 'he lets the -statute of limita­
tions run ; be does not start his action for one, two, three, or 
four years. as the ca~e may be, and he is -shut out. 

Mr. SHORTRIDGE. Those n:re thoughtful remarks, .and. 
g.eneraJly speaking, I think they express a •ound doctrine, but 
in this particular case of the erroneous .interpretation of n 
statute the delay can not be imputed to the taxpa-yer. . 

The taxpayer bTought the action. The a:ppeaI .came on arrll 
callSed this delay, until the final decision of the Supreme 
1Court, which was held up, so to -speak, by virtue df tbitl 
motion to set aside and anunl 'the order denying the petition 
or application for the writ of certiorari. But even then, after 
final decision, it took me weeks and months, intertiews, argu­
ments, written l~tters to tile -Secrets.Ty of the Treasury to 
-secure a cor.rect "ruling from the Department of Ju tice. 

l\lr. W .A.LSH of Montana. But meanwhile these other people 
could institute their actions. 

Mr. SHORTRIDGE. On the contrary, the time had run, 
even as of ·fhe final decision of the Supreme Court, and there 
was no relief. If I may iindnlge in a f.ew more words as to 
the justice of the matter: As we a.ti know, the statute of 
llmitation-s is a statute of repose. It is to the end that con­
troversies may be regarded as sleeping and dead.; if a man 
has a elatm against another, he must .assert it within a .reason­
able time. 
Th~re is much to be said 1in .favor of tha.t. Some cmirts, as 

Senators will remember, looked with disfavor on statutes of 
limitations. I think it will be found that latterly courts 
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have looked rather favorably upon statutes of limitations. I do_not recall whether the Senator from .Montana was on the 
But whichever be the proper view, when I am thinking of subcommittee which considered the bill I introduced but I did 
the Government of the United States, and I find that the intro~uce a bill which, among other things, provides that in 
Government has erroneously collected money from the citizen, certam contemplated cases, certain prospective ddendants cer­
and that the delay in the recovery has been caused by the tain foreign corporations, shall not be permitted to ple~d or 
act of the Government in prosecuting long appeals, then it interpose the statute of limitations. The report, which will be 
seems to me we should as a matter of justice give the citi- on our desks, refers to a few of the many cases in inferior and 
zen some time within which to assert his rights after the supreme courts holding that the privilege to plead the statute 
final decision of a test case. of limitations is not a vested right, and that it is perfectly 

In this case of California the fact is that many men and competent for Congress to deny that privilege to a litigant. 
many women were erroneously assessed, erroneously taxed, Why do I say that? Because where a debt is due, where a 
and were, under the law, required to pay moneys to the Gov- demand is just, and particularly where our Government has 
ernment to which the Government, under the law, properly taken from the citizen moneys to which the Government was 
interpreted, was not entitled. not under its own laws entitled, the citizen ought to have a 

I see no harm coming from this proposed amendment, if I reasonable tim~I do not say 20 years, but a reasonable time-­
may address myself immediately to the Senator from Mon- within which to apply to the courts for relief; and as I under­
tana. I see no injustice coming to the Government, or to any- stand this amendment', it merely means that the citizen shall 
body. If I did, I would not have said what I have said. have four years after a final decision in respect of an erroneous 

Mr. WALSH of Montana. Let me put a case to the Senator. interpretation of the law, under which erroneous interpretation 
Here is a man who to-day pays a tax exacted of him by the of the law the citizen was obliged to pay. 
Government upon a certain interpretation of law. Twenty I submit that it is just, that it is right, and that it is not 
years from now some one challenges that construction of the charged with any danger of loss to the Government. 
law, and it runs its course in the courts for two, three, four, or The PRESIDL~G OFFICER. The question is upon agreeing 
five years, and is finally decided against the interpretation of to the amendment proposed by the Senator from New York. 
the law under which the man paid his tax, and 25 years from On a division, the amendment was rejected. 
the time he paid the tax he may start a suit against the Govern- · Mr. SHORTRIDGE. I reserve the right to have a vote on 
ment and recover. this amendment when the bill reaches the Senate. · 

Mr. SHORTRIDGE. I would not say that. The statute l\Ir. WILLIS. Mr. President, a little while ago th~ Senate 
gives a period ·of four years. adopted an amendment on page 233, and I want to call the 

Mr. WALSH of Montana. Exactly; four years affer the attention of the Senator from Utah to the fact that another 
decision. amendment ought to be adopted on page 275 to agree with the 

Mr. SHORTRIDGE. Yes. I say as a lawyer, if I may count amendment already adopteu by the Senate. 
myself such-- Mr. SMOOT. That is correct. 

l\fr. WALSH of Montana. I am putting the case of a man The PRESIDIXG OFFICER (Mr. LA.DD in the chair). The 
who 20 years before paid his tax, and the interpretation of the Secretary will state the amendment. 
law is changed 20 years after that. He has 20 years, and he The RE-.\DDm CI.ERK. On page 275, after line 17, it is moved 
has 4 years, 24 years from the time he paid the tax, within to insert a new paragraph to read as follows: 
whlch to start his suit. Subdivision 12 of Schedule A of Title XI (beiing the stamp tax on 

Mr. SHORTRIDGE. If within that whole period he could 
not get a decision, my answer is that he shoul<l have a reason­
able time after decision. 

Mr. W A.LSH of Montana. But he could get a decision by 
starting a suit. 

Mr. SHORTRIDGE. I grant you that a principle may be 
tested by exb·eme cases, but here let us look to the concrete 
case. I am looking at this concrete ca e as it affects the tax­
payers of California, and I submit to the learning of the Sena­
tor that under the interpretation of this law the citizeus of 
California, husband and wife, owning what we term " community 
property," were not permitted to file separate returns. Second, 
when the marriage was terminated by death the surviving wife 
was compelled to pay a Federal inheritance tax. 

Mr. WALSH of Montana. I think I understand the Senator. 
l\Ir. SHORTRIDGE. She was obliged to pay a tax. There 

bas never been any way for relief until the Supreme Court llas 
here within the last year decided this case. 

l\fr. WALSH of Montana. But how can the Senator say that? 
These other people had a perfect right to start their suit, just 
the same as tbis party did. .. 

Mr. SHORTRIDGE. I grant you that this particular case was 
started speedily. They sought to speed the case forward, and 
there was no undue delay. The delay could not be imputed 
to the taxpayer. The delay occasioned was for reasons I have 
stated. There was no fault to be found, but the fact , is that 
not until the Supreme Court of the United States rendered its 
decision was there any possibility of relief, and, as I have 
stated, even then it became necessary for me to interview the 
Commissioner of Internal Revenue, the Secretary of the Treas­
ury, the President of the United ·states, the Attorney General; 
and finally we have an interpretation here now in harmony 
with that decision and the law. 

Mr. W A.LSH of Montana. If the Senato\- will pardon me, 
that was the Blum case? 

l\ir. SHORTRIDGE. It was. 
l\lr. WALSH of Montana. Here is the Jones case. Why 

did not Jones start his suit? What stopped him from starting 
his suit? Why did .he have to wait until the decision was ren­
<lered? 

Mr. SHORTRIDGE. The rights of citizens are determined by 
the decision in this case, and the matter before us now, a pro­
posed statute of limitations. I apologize if I have enlarged this 
discussion, but I perceived that it affected the very question in 
which I have been interested and am interested; hence these 
many words. 

playing carcls). 

The amendment was agreed to. 
l\lr. HARRISON. Has not the Senator from Utah two 

amendments to offer? 
l\Ir. SMOOT. On page 50, after the word "corporation," in 

Jine 23, I move to im;ert the words "or trust" 
'l~he amendment ·was agreed to. 
Mr. S~lOOT. On 11age 65, line 8, after the word " animals," 

I mo...-e to trike out the semicolon and to insert the words 
"or public cemetery not operated for profit," and a semicolon. 

The amendment was agreed to. 
l\lr. WALSH of Massachusetts. Mr. President, I ask unani· 

mous con ent that where,·er the word "estate" appears in the 
feah1res of the bill under Title III the Secretary be instructed 
to change it to the word "inheritance." Last night we adopted 
the inheritance pro...-ision by my amendment in place of the 
estate tax, which necessitates the change which I have sug­
gested. 

The PRESIDING OF!l'ICER. Without objection, those 
changes will be made. 

Mr. WALSH of ·Massachusetts. A.re we to proceed with the 
consideration of amendments? 

Mr. SMOOT. I would like very much to have the Senate 
do so. · 

Mr. WALSH of Massachusetts. On page 195, in the section 
of the bill imposing excise taxes, I move to amend by striking 
out in line 19 all after the word " tubes " clown to and includ· 
ing the numera 1 " ( 2) " in line 20, the words proposed to be 
stricken out being " parts, or accessories for any of the articles 
enumerated in subdivision (1) or (2) ." 

Mr. KIXG. That would result in the loss of $21,000,000, 
would it not? 

Mr. SMOOT. Yes; $21,000,000. 
l\Ir. W A.LSH of Ma sachusetts. I beg the Senator's pardon. 

Do not jump so quickly. I am not asking for the removal of 
the tax on all the commodities named in the section. 

Mr. SMOOT. That proYision has already been agreed to, 
but I think the Senator reserve(} the right to offer the amend­
ment in the Senate. 

l\Ir. WALSH of Massachusetts. Yes. 
M:r. SMOOT. Then I ask unanimous consent that the vote by 

which the amendment on page 195, beginning with line 19 and 
ending with line 25, be reconsidered. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 
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Mr. WALSH of Massachusetts. I appreciate the courtesy of 

the Senator from Utah. 
Mr. President, the continuance of any of the war nuisance 

taxes is unwise. These taxes were levied under pressure of 
the war when increased revenue was needed and it was deemed 
unwise to place gi·eater tax burdens upon those industries pro­
ducing the absolute necessaries of life. They are undeniably 
discriminatory because they fall only upon certain industries, 
but they were resorted to in an emergency when additional 
general tax levies would have resulted in increasing the cost 
of living at a time when the people's board bill had reached the 
higll-water mark. 

Now that we are engaged in making already long-delayed 
tax reductions, should we not begin by repealing the discrimi­
natory taxes on those industries that were singled out to pay 
special taxes over and above all general levies? It seems to 
me that by any criterion of fair play we should proceed first 
to balance the ledger hy repealing the excise or luxury taxes, 
and then make such general reductions as the condition of the 
public finances will permit 

Representatives of the several industries that have been pay­
ing war excise taxes have appeared before committees of Con­
gress again and again pleading for relief. They ha-rn tried to 
explain to us the numerous inequalities resulting from the 
operation of these taxes, and I think they have shown beyond 
question that they are placed at a particular and well defined 
disadvantage in competing with industries which are not 
burdened by a special tax. 

In many cases it has been shown that there is such a similar­
ity between the products of two separate industrie. that it is 
difficult to tell where one leaves off and where the other begins. 
Yet one is specially taxed and the other is not. So great is the 
similarity of the products that it would be practically impos­
sible to differentiate in the collection of the tax if it were not 
for the fact that it is collected at the source. For instance, in 
the collection of the tax on candy, it would be impossible to 
differentiate benveen ome products of a candy factory and 
£ome products of a bakery if the manufacturers were not re­
quired to account for their output, upon which calculation the 
tax is levied. So similar are some of these products that they 
can not readily be distinguished upon the shelve of the retail 
establi llment. Can an~·one deny that there is keen competi­
tion between such industries? Yet the products of one are 
taxed as luxuries and the pi·oclucts of the other are not so 
taxed. 

Take for further illu. tration tl1e jewelry inclu~h·y. which is 
paying a 5 per cent tax on every sale from a dime \Yatch 
charm to a Tiffany arra;r. This industry is dependent upon 
the excess earnings of our people. It must get its share of all 
earnings in exce s of what is diverted for the nece~sary ex­
pen ·es of living. Therefore, it must compete with a thousand 
and one industries putting upon the market no"Velties and 
articles of all kinds more ornamental than useful which are 
not specially taxed. 

In the case of each commodity we find a similar situation, all 
of which goes to prove the contention that the e special luxury 
taxes are unfair and unjustifiable. How can Congress arbi­
trarily say we refuse to repeal the tax on this or that com­
modity, but we will repeal or reduce_ certain other excise taxes? 
Do not all of these ·pecial luxury taxes stand on the same 
footing? -If they are wrong in principal, as any student of 
economics will state that they are, then should we not proceed 
at once to cross them off Olli' statute books? 

l\lr. President, at the present time there is a tax upon 
pleasure automobiles of 5 per cent. The provision of the 
pending bill retained that tax of 5 per cent. Under the pres­
ent law there is a tax of 3 per cent on automobile trucks or 
commercial motor vehicles. The text of the House bill and 
the amendment presented by the Senate Finance Committee 
makes one modification in the present law in o far as it re­
lates to automobile trucks. It prondes that there shall be 
an exemption from the tax upon automobile trucks, of chassis 
sold for less than $1,0()0 an<l of automobile bodies sold for 
less than $200. The tax upon automobile trucks and bodies, 
where the chassis is sold for more than $1,000 or the body 
for more than $200, is 3 per cent, the moditication to the 
present law being the exception that I have referred to. 

In addition to that, under the pre ent Jaw there is a tax 
upon tires and inner tubes, parts, and accessories. That tax 
under the present law is 5 per cent. After a spirited debate 
the House reduced the tax to 2! per cent, and the Senate 
Finance Committee has reported an amendment changing the 
language, but fixing the rate at 2! per cent, as agreed to in 
the House. If I had my way and could see some way of 
raising the necessary revem1e, I should like to remove all the 

tax levied upon automobiles, but such an idea is opposed 
largely because it has been a fruitful source of revenue. 
Under the tax upon pleasure automobiles, so called, the reve­
nue amounted in the last year to about $90,000,000. The tax 
upon automobile trucks yielded about $10,000,000. The tax 
upon tubes, tires, parts, and accessories brought about $40,· 
000.000. 

Ur. Sl\f OOT. Forty-two million dollars. 
Mr. WALSH of Massachusetts. I thank the Senator. The 

reduction of the tax upon tubes, tires, parts, and <{l.Ccessories 
from 5 to 2! per cent will reduce the re"Venues about $21,000,000. 

I do not know whether Senators appreciate just to what 
extent we have been taxing the automobile. I doubt if we 
appreciate that the farmer who buys a Ford automobile at 
$500 must pay a tax of $25. I do not think we realize that 
the farmer who buys a truck where the chassis is sold for 
$1,000 but the body of the truck is sold for $400 or $500 must 
pay a tax of 3 per cent upon that body. I think that we might 
well have found some way to remove this burdensome tax im· 
posed during the war upon automobiles and trucks that were 
not exce sively high priced. Upon the automobile that is neces­
sary to-day for the business man, for the farmer, for the pro­
fessional man, we ought not to impose this heavy tax. In fact, 
one of the objections to this revenue bill is that we have not 
found a way to eliminate the nuisance taxes that were imposed 
during the war to raise revenue for war purposes. 

Now, upon what have we reduced the taxes? I am going to 
read a list of the nuisance taxes that have been very properly 
abolished or removed by the House and by the Senate Finance 
Committee. They include the tax upon telephone and telegraph 
me. sages, the tax upon cnn<ly and soft drinks, the tax upon 
admissions to theaters where the admission is less than 50 
cents, the tax upon hunting boots, the tax upon yachts and 
motor boats, the tux upon bunting and shooting garments, the 
tax upon livery and li'rery boots, and the tax upon brass 
knuckles. 

We have remon~d the tax upon all of those articles, some of 
which are considered to be luxuries, and we have retained the 
tax upon the automobile of the clerks, salaried men, and the 
truck of the farmer. We haTe retained the tax on the parts 
sold by the garage and auto-supply dealer to the owner. 

~Ir. DIAL. Mr. President--
~1r. WALSH of :llassachusetts. I yield to the Senator from 

South Carolina. 
Mr. DIAL. While we were taking the tax off of yachts, 

liYery boots, and brass knucks, would it not have been well to 
leave the tax off of the poor fellow who has to borrow a little 
money at the bank and put ·a stamp on his note? There is 
no luxury about tllat. That is a necessity. 

?\fr. WALSH of Ma· achusetts. The Senator refers to the 
tax upon promissory notes? 

Mr. Dlrt,. Yes. 
Mr. WALSH of :llassacbusetts. I personally feel that the ma· 

jority made a mistake in not finding, first of all, some way to 
eliminate the nuisance taxes. It would have been better to 
remoYe the nuisance taxes and then · make as much of a re­
duction as po sible in the income taxes. 

Mr. DI.AL. I agree with the Senator entil'ely. In my State 
we haYe to put a stamp on notes under the State law, so it is 
a· double nuisance. I should like to move to reconsider the 
action of the Senate by which that provision was agreed to, 
or move that it be stricken out entirely. I hope the Senator 
will be considering that plan. We only raise $2,150,000 by it 
anyway, and there is no institution in the world that does 
so much accommodating work as the small bank in a country 
town. Of course the tax is passed on to the poor borrower any­
way. I hope we can find some means of eliminating it. 

1\fr. W .ALSH of :Massachusetts. Whatever may be said in 
fa\or of the tax upon pleasure automobiles and commercial 
motor \ehicle~, I do not believe that any sound argument can 
be made in fa"Vor of retaining a tax upon tires, tubes, parts, 
and accesRories to automobiles. I can understand how in des­
peration the Government may insist upon retaining its tax upon 
pleasure automobiles and perhaps upon commercial vehicles, 
but bow it can justify a tax upon tires and tubes and parts is 
beyond my comprehension. E"Very owner of automobiles and 
trucks and every garage in the land protests this tax. Why do 
you not put taxes on the parts of watcMies, clocks, pianos, 
wagons, and other vehicles. You might just as well put a tax 
on wagon wheels, rims, and wagon springs. 

It is estimated at $21,000,000 would be raised by this 
paragraph as reported by the committee. How would that 
sum be raised? I call the attention of the junior Senator from 
Utah [Mr. KING] to the situation. It would be raised largely 
through the tax upon tires and tubes. I have not asked to 
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strike that out. I ought to move to strike out tbe whole para-
.graph, 'for it is an unfair tax. · 

l\1r. KING. 1\Ir. President, will the Senator yield? 
.Mr. WA.LSII of Massachusetts. Certainly. 
~Ir. KL ''G. In every argument that may be made by my 

·nb1e friend in favor of the-removal of the -excise taxes I heartily 
concur. May I say to the Senator that early in the session I 
offered a bill to strike out not only the provisions in the law 

(to which the Senator is now referring but substantially all the 
-ex<-i. e ta:5..~. · and . tamp tuxes. I should be v-ery glad if th~t 
~oul<l be done. 

l\fr. WALSH o'f l\la._ arbusetts. I appreciate that ·the 'Sena­
tor feels, as a ml1ruber of the committee, as I teel-that the 
majority have a right to outline the general •scheme of raising 
the necessary 1•eyerrue ann that we ought only to protest against 
'those particular items that tieem to us to be very unfair and to 
work au injustice. 

lHr. KING. l think I would er-en go a little fmther than 
'that. While I -am partisan at times, I feel that where we 
"are ad.dressing ourselves to a question as broad as the question 
-ef tnxation "there ought not to be so much partisanship. The 
-question is how we can raise sufficient re"enue to run tile 
-0-overnment when it is run in an efficient and economic way 
nnd -Upon what object or subject shall we place the burden of 
taxation. 

Upon what objects or subjects shall we place the burden of 
1axation? We should le'\'.'y ta:s:es upon those who are he:;:t ~ble 
to pay them. Ob'.'fiously. when we have to raise . 4.000,000,00H 
-ol' more-and we are going to hal'e a deficit under this bill of 
at least from two hundred tO' four hundrei:1 million dollars-we 
have to press down the burden of taxation upon s:ome suhjects: 
";llich we do not wish to tax. I offered an amendment propos­
ing to take dff the taxes from tele11hone messnges and teleg1:ams, 
ttnd yet when I found that the tax raised more than $3--1.000,000 
llnd that we were striking off taxes from many other articl~ 
and that there was going to be a large deficit, I felt con trained 
to vote against mr own amendment. 

'Mr. ·WALSH of ~Iassnchusetts. I agree in part with what 
-'the SeMtol' has sai<l in so far as it applies to automobiles; but 
What can l1e say to a duplicate tax? It may be all right 
under· present te\enue conditions to put a tnx upon a man 
when he buys bis automobile or his truck; but wlten be goe 
'back to bur tires and to buy h1bes and to buy parts and to 
buy accessories-whatever that may mean-we are impo"ing 
upon him n duplicate tax, a nuisance tax, and a misfortune 
tax. Whenever the automobile owner has the misfortune to 
nnrn an accident. and has to buy any parts whateYer for lli;;; 
·machine in order to repair .it, he is met with a tax. 

Is it a light tax? A tax: u11on a complete ~et of tires is esti­
mated to amount to from $2.50 to $20. That is a pretty seyere 
tax. If a man wants to buy four tires for hi mac .. ine, be has 
to .pay as high a tax:, possibly, as $20. 

I have not asked that the tax upon tires and tubes be re­
mo\ed, but I do asl\: that the tax be removed upon parts and 
accessorie!'.!. What are parts? A sprillg, a light, a gauge, a 
spark t>lug, a motor, a radiator. Anyone who has tlle mis­
fortune to ha\e to repair his .machine, upon which he Ila paid 
a tax, must pay another tax. 

)Ir. BAYARD. 1\Ir. Presictent--
1\Ir. WALSH of 'Massachusetts. I yield to the Senator from 

Delaware. 
.:Ur. BAYARD. l\1ay I suggest to the Senator thi-s thought? 

By rea on of this tax the farmer in his penury is compelled 
to wea.r these parts to t11e uttermost limit, with the result 
that he himself and his family are continually in gra\e danger 
of life and limb because he can not afford to renew the parts 
of his machine, largely on account of this ta-x. 

:Mr. WALSH of ::.\In.ssachusett-s. I thank the Senator for his 
suggestion. He js quite right about the matter, too. 

Wllo pays this tax? The tax upon alltomobiles and upon 
_parts is paid by the manufacturer in the first instance, but it 
is .passed on to the assembly man, and the as embly .man 
pas"es it on to the purchaser. When, however, we come to 
tires, tubes, nnd parts and accessories, the manufacturer pays 
the tax originally, bnt tl1e jobber or the retailer has to pay 
that tax added to the .price of his tubes and his tires and bis 
parts, and the cust.>mer beyond him has to ,pay it, too, when it 
bas been pyramided. It is .absurd, it seems to me, to continue 
in this bill a provision for a tax upon parts and accessories. 
First of ·all it is ·a nuisance to ·fue •Government to admiruster 
and collect it What is a ,part? What is an accessocy? Just 
imagine lerying taxes upon Eil)ark plugs, •npon the clock that 
is attached to an automobile, upon the :radiator, npon the 

speedometer and the springs, upon any part that it is neces­
sary to have for the repair of a machine that may have broken 
do-wn. 

I ·have not haa a Chance to talk With the Sen-ator from Utah 
about this matter, bnt I hope that he feels about it as I do. 
The eixperts in the Treasury consider that the important part 
of tbe tax in this provision is that on tires and tubes. The 
~1;000,000 that the Treasury will get will come largely from 
the ta:x on tires and tubes. I am constrained reluctantly to 
agree that that tax shall remain in the bill, for I think it ought 
to go out; but I do insist tlmt the tax on the parts that a man 
bas to buy when his machine is out of order and ·broken down 
and 'the tax on acnessories, ·so called, -shott1d be removed ~from 
the bill. 

I am also informed that the amount of revenue which will 
be Taised from parts and accessories will be very limited, that 
it will be only a very 'small portion of tbe $21,000,000, and 
that an exemption from tbe tax will save the automobile trade 
a great deal of expense and trouble and will certainly be of 
benefit to those who have to purchase the small ·parts which 
are used in Tepairing automobiles. 

Mr. KING. M:1·. 1President, may I ask the Senator from 
Massachusetts a question! 

l\lr. W .\L'SH of 1\lassachnsetts. Yes. 
Ur. KING. I oosi're to see if I understand what would be 

the effeet of the Senator's amentlh-H!nt, if adopted. 'Is the 
amendrn<mt on line 14, page 190? 

-:\lr. '\YALSH of :Massachusetts. ~o; it is on line 19, page 
T.95, 'Where 1 haYe movea to strike out the words-
parts or accessories for any of the articles enumerated in subdivi­
sion (1) or (2). 

-:\lr. KIXG. I thought the ~enator's amendment related to 
suhcli n. ion ( 2) . 

-:\lr. WALSH of l\fa Raohnsetts. No. 
~Ir. KING. If it .did. then the words "parts a.nd accessories " 

refer to those that 'Were a part of the machine :itself at the 
time of the orif,;'inal purch.a-se or original sale. 

~Ir. WALSH of Ma, Rachusetts. It might be interesting in 
thi.: connection for me to show that ·there is not any industl-y 
in the country paying higher taxes than the automobile tn­
clustry, and I am sure the Senator from Michigan is well aware 
of that fact. The 10,000;000 automobiles and trucks pay in 
taxe · of various kinds-Federal, State, city, C01Illty, and mu­
nicipal-approximately $1,250,000,000. It is the most highly 
taxed c•)mmodity which is used by ·human beings. We have 
even gone 'O far as to put this nuisance tax upon the parts 
aud acce~~mries which are used in repairing trucks •UD.d ·auto­
mobile . 

If the Senator from Utah will agree to accept the amend­
ment eliminating the ta.x on part and accessories, I -will 
11ot 11l'es._ -my amendment to strike out the tax on tubes and 
tit' es. 

l\Ir. SMOOT. I wish that I could accept the amendment, 
but we have got to raise some revenue, and I know of no 
place where it can be raised better and the tax is imposed on 
tho.,e who can best afford to pay it. I 1shall want a vote on the 
amendment. 

Mr. WALSH of Massachusetts. Does the Senator under· 
stand the i1urport of my ainendment? 

)Ir. Sl\100T. Yes. 
~Ir. W~liSH of l\In~ acbusetts. Does he understand that I 

am on1y seeking to remove the tax on parts and accessories? 
1\Ir. Sl\IOOT. Yes. 
1\Ir. WALSH of Massachusetts. And allowing the tax on 

tubes and tires to stay in the bill? 
JUr. Si\IOOT. I am perfectly willing to let them all go out. 

if tlle Senn.tor desires to destroy the bill entirely. If tbere is no 
desire to raise revenue, let them go out hide, hair, and every­
thing at once. 

Mr. WALSH of Ma.,, achu etts. I hope the Senator will not 
get discouraged. 

Mr. SMOOT. I am not discouraged; I am merely telling the 
Senator what is happening. 

Mr. WALSH df Massachusetts. There are some things left 
in the Senator's bill Much that has gone out was discrimi­
natory and not in the general public interest 

1\Ir. SMOOT. Thei'e are very few, I will say to the Senator. 
l\fr. WALSH of Massachusetts. rrhis is a Government by 

majorities, fortunately. Tax bills can not be made by R"JJY 
igroup of tax-payers. 

l\ir. FLmOHER. Mr. President, ma~ I inquire o'f 1he Sen­
ator how marry income-tax payers there are? The number is 
about tl,000,000, is ;it not'l 
. . 

, 
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~Ir. SMOOT. There are not that many now; the number is 
between 5,000,000 and 6,000,000. 

Mr. FLETCHER. There are between five and six million 
income-tax payers, and there are about 14,000,000 automobiles. 

Mr. S~IOO'.r. Fifteen million. 
Mr. WALSH of :\fas. achusetts. Does the Senator from .Utah 

agree that the tax imposed by this part of the clause raises 
comparatively little revenue, the principal revenue being de­
rived fr-0m the tax on tires and tubes? 

Mr. Sl\lOOT. The greater part of the revenue in this para­
graph is from the tax on tires and tubes, but I wish to say to 
the Senator that there is more profit made in parts and acces­
sories than there is in tires and tubes or any other article 
about an automobile. Mr. Henry Ford could sell Ws automo­
biles at actual co t and then make all the money he ought to 
make, and more, out of the sale of accessories and parts. 

If one should attempt to get a Ford automobile by buying 
separately the part that are sold, it would cost him about as 
much as a Roll -Royce. There is where Henry Ford ma)les 
bis money. I should like to accept the amendment of the 
Senator, but I can not do so. 

l\fr. WALSH of Massachusetts. Mr. President, we are ready 
for the question. 

The ~RESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Mas achusetts. 
[Putting the question.] By the sound the noes seem to have it. 

Mr. WALSH of l\Ia s:achusetts. I ask for a dhision. 
Mr. Sl\IOOT. Let us have the yeas and nays. Then we will 

know where the Senate stands. I want a record vote. 
l\Ir. WALSH of Massachusetts. Very well. Let us have the 

yeas and nays. 
The yeas and nays were ordered, and the reading clerk pro-

ceeded to call the roll. 
l\1r. LODGE (when his name was called). Announcing the 

same pair that I announced earlier in the day with the Senator 
from Alabama [Mr. UNDERWOOD], I vote "nay." 

The roll call was concluded. 
Mr. Sil\lMONS (after having voted in the affirmath·e). I 

transfer my pair with the junior Senator from Oklahoma [Mr. 
H.ARRELD] to the junior Senator from Washington [)lr. DILL] 
and will let my vote stand. 

l\1r. ERNST. I transfer my general pair with the senior 
Senator from Kentucky [Mr. STA:\'LEY] to the senior Senator 
from West Virginia [Mr. ELKINS] and will vote. I vote 
"nay." 

1\1r. JONES of New Mexico (after having voted in the affirma­
ti\e). I inquire if the Senator from l\laine [l\lr. FER:\'ALD] has 
voted? 

The PRESIDEXT pro tempore. That Senator has not voted. 
l\lr. JONES of New :Mexico. I have a pair with that 

Senator, which I transfer to the Senator from Rhode Island 
[~Ir. GERRY], and will permit my vote to stand. 

The result was announced-yeas 31, nays 44, as follows : 

Ashurst 
Bayard 
Broussard 
Capper 
Copeland 
JiMge 
Ferris 
Ilarrls 

Adams 
Ball 
Brandegee 
Brookhart 
Bur.um 
Cameron 
Caraway 
Colt 
Cummins 
Curtis 
Dale 

Borah 
Bruce 
Couzens 
Dial 
Dill 
Edwards 

YEAS-31 
Harrison 
Heflin 
Johnson, Minn. 
Jones. N. :\Iex. 
Kendrick 
McKellar 
McNary 
:llayfield 

Neely 
Ovl.'rman 
Pittman 
Ralston 
Ran!ldell 
Robinson 
ShPppard 
Shields 

NA.Ys-44 
Ernst King 
Fess Ladd 
Fletcher Lodg-e 
Frazier :llcKinley 
George McLean 
Glass Moses 
Uooding Norris 
Hnle Oddie 
Howell Pepper 
Jones, Wash. Phipps 
Keyes Heed, l\Io. 

l\OT YOTING-21 
Elkins La Follette 
Fernald Lenroot 
Gerry McCormick 
Greene Norbeck 
IIaneld Owen 
Johnson, Calif. Shortridge 

Simmons 
Stephens 
Swanson 
Trammell 
Walsh, llass. 
Walsh, )font. 
Wheeler 

Reed, Pa. 
Hhipstead 
~mi th 
Smoot 
Spencer 
Stanfield 
Sterling 
Wadsworth 
Warren 
WatRon 
Willis 

Stanley 
Untlenvood 
Weller 

So the amendment of l\fr. W ALSR of Massachusetts was 
l'ejected. 

1\1r. SMOOT. l\1r. President, I submit the unanimous-consent 
agreement which I send to the desk and ask to have stated. 

The PRESIDENT pro tempore. The Senator from Utah 
presents a reque t for unanimous consent, which will be stated. 

The reading clerk read as follows: 

It is agreed by unanimous consent that on the calendar day <>f May 
9, 1924, after the hour of 3 o'clock p. m. on said calendar day, no 
Senator shall speak more than once or longer than five minutes upon 
the bill (H. R. 6715) to reduce and equalize taxation, to provide 
revenue, and for other purposes, or more than once or longer than 10 
minutes upon any amendment offered thereto up to the hour of 5 
o'clock p. m. on said calendar day, and thereafter the Senate will pro­
ceed to vote upon all amendments pending, amendments that may be 
-0ffered, and upon the bill (H. R. 6715) without further debate through 
the regular parliamentary stages to its final disposition. A.nd, further, 
that upon the convening of the Senate on Saturday, May 10, 1924, the 
Senate will proceed to the consideration of the President's veto on S. 5, 
a bill granting pensions, etc. 

The PRESIDENT pro tempore. Is there objection to the 
request? . 

l\lr. KING. Mr. President, may I ask my c-0lleague why he 
attaches to the propos8d agreement the provision in regard· to 
the pension bill? 

l\Ir. SMOOT. I think the Senate desires to take up that bill 
immediately upon the passage of this bill, at least; and I will 
say further to my colleague that I agreed to-day that as far 
as I was concerned the bill could be taken up to-morrow. This 
agreement puts it off until Saturday. 

Ur. WADSWORTH. Mr. President, the portion of the pro­
posed unanimous-ccmsent agreement which has to do with the 
consideration of the veto message is the part that particularly 
interests me, on account of the fact that not only is the appro­
priation bill for the support of the State Department and the 
Commerce Department still pending here, but also the War De­
partment appropriation bill. It is on the calendar, and has 
been there ~or three weeks. I should prefer, if it is agreeable 
to the Senator from Washington [l\Ir. JoNEs] and to the Sena­
tor from Utah [l\Ir. S1100T], that the Senate proceed to the con­
sideration of either one of those appropriation bills, with the 
understanding that if we once get either of them before tJ1e 
Senate as the unfinished business we can temporarily lay it 
aside for the consideration of the veto message. 

~Ir. SMOOT. I want to say to the Senator that as far as I 
am concerned I am against the bill that is the subject of the 
veto me sage, but I will vote to take it up immediately after 
the passage of this bill. I think it is a privileged question, and 
I think we ought to dispo e of it; and if this unanimous­
consent agreemeut is made now I want to say that no matter 
whether I intend to vote against the bill or not, which I intend 
to do, I shall vote to take it up if the question is presented 
after this bill is passed, and I shall vote against taking it up 
before the bill is passed. 

l\1r. WAD SW ORTH. ~Ir. President, may I ask another 
question of the Senator? Assuming that we finish the consider· 
ation of the revenue bill before the dinner hour or the suppet' 
hour to-morrow evening--

~lr. Sl\lOOT. We can not do that 
l\lr. WADSWORTH. Is the Senator certain? 
Mr. S~lOOT. I am quite sure. 
Mr. WADS WORTH. The Senator proposes a limitation on 

debate, beginning at 3 o'clock to-morrow, does he not? 
~fr. SMOOT. Yes. 
l\lr. l\lcKELLAR. J!~ive o'clock. 
Mr. Sl\100T. The limitation begins· at 3 o'clock. 
Mr. .ASHURST. l\Ir. President, to settle the matter, I 

object. · 
l\lr. SIMMONS. I hope the Senator from Arizona will not 

do that. 
l\lr. ASHURST. I do not know what it was, but I wanted to 

make the Senators speak a little louder. 
l\lr. ROBINSON. l\Ir. President, a number of Senators on 

both sitles of the Chamber have engagements which contemplate 
that they shall leave the city. This arrangement is agreeable 
to most of us on this side, and I hope it may be entered inlo. 
It affords, apparently, ample- opportunity for debate upon im­
portant amendments that may hereafter be presented, and it 
gives assurance that a final vote on the revenue bill may be 
had to-morrow. If this arrangement is not entered into, it 
is exceedingly difficult to anticipate when a final vote may 
be reached, and it will be very inconvenient to a number of 
Senators on both sides of the Chamber. If the arrangement 
is effected, a final vote will be had, as I have already stated, 
on to-morrow; all debate will terminate at 5 o'clock, aud the . 
conclusion of the subject may be reached within an hour or 
two after that time. 

Mr. SE\Il\fONS. Mr. P1·esident, I want to add to what the 
Senato!' from Arkansas has said--
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· The PRESIDENT pro tempore. The Chair desires to sug­
gest that he is of the opinion that this unanimous-consent pro­
posal can not be submitted without a roll ea.IL 

SEVERAL SENATORS. We have just had one. 
l\Ir. NORRIS. Mr. President, will the Senator yield? 
l\1r. SMOOT. Certainly. 
Mr. NORRIS. I want to suggest, as I have do.ne before, 

that a unanimous-consent agreement, especially on a bill of 
this importance, that at a ce1tain time the debate shall en­
tirely cease and we shall vote on everything that may be 
offered "ithout debate is, to say the least, a very loose and 
very slipshod way -0f legislating, and unsatisfactory to every­
body, because we have found from experience that at that 
time there may be a dozen amendnients offered. No Senator 
knows the importance of them. He will have to listen to the 
reading of them and vote on them without explanation, with­
out being able to ask a question a.bout them. 

If the Senator would submit a request that commencing 
right now, as far as I am concerned, the speeches on any 
amendment suggest.ed should be limited to five minutes, even, 
I should be glad to agree to that; but we know what has haI>· 
pened in the past. A dozen amendments, on which Senators 
are compelled to vote without an opportunity even to read 
them, are offered. We have to listen to the reading of the 
amendments by the Clerk. The disorder in the Chamber 
makes it impossible to bear them, often ; and if they can not 
be explained it is not just to a pr<>per amendment, and it is not 
fair to the Senators who may be compelled to vote unintelli­
gently up-0n amendments that they ought to haye a few min­
utes, at least, to consider. 

Mr .. ROBINSON. May I suggest to the Senator from Utah 
that in all probability the modification which the Senator from 
Nebraska suggests, if made effective beginning to-morrow, would 
work out a fina.l conclu"ion of the bill even before the hour of 
fi <>'clock. 

Mr. NORRIS. I think it would. 
l\!r. SMOOT. l\fr. President, I want t-0 say to the Senator 

that there is a feeling here that we can not proceed with the 
voting earlier than some time between 3 and 5 o'clock on the 
amendments offered with the present limitation, and we· may 
want to vote even before 5 o'clock upon the bill 

Mr. NORRIS. If the Senator would submit the unanimous­
consent agreement that I have suggested, that we shall com­
mence to-morrow at the convening of the Senate to limit all 
speeches to five minutes--

Mr. SMOOT. I can not do that, because the Senator from 
South Dakota {Mr. NOlIBroK] wants to offer an amendment, 
and he is entitled to speak upon the amendment. 

Mr. NORRIS. There will be a dozen others who will want 
to speak on it. 

Mr. McKELLAR. I hope the Senator will accept the sug­
gestion of the Senator from Nebraska. I believe we will get 
through just as quickly as the other way. 

l\Ir. HARRISON. Why can we not proceed and get through 
to-night? 

Mr. SMOOT. It is impossible w do that, unless we stay 
here all night. 

Mr. SW ANSON. Let us go on until 10 or 11 o'clock. 
l\1r. SMOOT. I think it will be all right to take up all 

the small amendments ta--night and dispose o! them. Between 
3 o'clock and 5 o'd<>Ck, as provided in the proposed agreement, 
these amendments can certainly be taken care of. I hope 
the Senator from Nebraska, under the condition1!, will not 
object. 

Mr. NORRIS. I do not want to prevent anybody from of­
fering an amendment. I may perhaps want to offer a substi~ 
tute for the entire bill myself. 

l\fr. SMOOT. The Senator will have four hours in which 
to do it. 

Mr. NORRIS. Perhaps somebody else will take up the !our 
hours; and if I took the four boors, it would not be just to 
other . We ought to have a day or two of debate on that. 

Mr. SW A.i.~SON. Is the Senator eontemplating an adjourn­
ment or recess as soon as the agreement is made? 

Mr. SMOOT. If we can make this agreement to-night I 
thlnk there are a lot of minor amendments which Senators 
want to offer upon which there is no earthly need for a yea­
and-nay vote, which we can dispense of. 

Mr. SWANSON. If we have a night session we ought to 
have a night session. If we are not going to have a night 
se sion, there is no use going on until 8 o'clock and adjourning. 
Everybody breaks his engagements when there is a threat of 
night sessions. We come here and we do not have them. We 
run along until 8 or half past 8, and then adjourn, If we are 

to have night sessions, let us have them, and if we are not, let 
us adjourn at 6 or 7 o'clock. It seems to me that we could 
enter into this agreement and proceed under the five-minute 
rule until 11 o'clock. I have canceled all my engagements 
to-night to come here for a night session. 

Mr. SMOOT. We can go right on with the amendments. I 
think there will be no record votes, and we can get rid of 
them in an hour. Does the Senator from Arizona object? 

Mr. ASHURST. Mr. President, I was utterly unable to 
hear what was going on, and in order that I might call atten­
tion to some Senat-Ors who were standing up, I objected. If 
I had known what it was I would have objected more strongly 
than I did. I have no desire to throw a monkey wrench into 
the machinery, but I was not born yesterday. Over and over 
again we have seen the Senate considering a bill of vital im· 
portance and we have agreed to stop debate at a certain hour. 
It is after that hour, when debate and all opportunity to ex­
plain an amendment has gone, that the vital amendments are 
proposed. 

I wish the bill could be voted on to-night or to-morrow. 
If the Senator from Utah will modify his request so that it 
will provide that we shall have a night session to-night, and 
work until 11 o'clock, and beginning now that all debate on 
the bill and amendments thereto shall be limited to fite min­
utes, I would be happy, and would not object. 

Let us recount the situation. Night after night we are told 
th.ere is to be a night session. We telephone our houses that 
we will not be home, and about the time we ought to be there 
the Senate adjourns. If the Senator from Utah will include in 
his agreement that we shall work to-night until 11 o'clock and 
that from this bour all debate on the bill and amendments 
shall be limited t-0 three -or five minutes, I shall have no ob· 
jection. But I am not going to tie my hands, and be a party 
to tying the Senate up, so that I am obliged to sit here like a 
mute automaton and vote upon something I do not know any· 
thing about 

The PRESIDENT pro tempore. The Chair understands that 
objection will be made, and therefore it is unnecessary to call 
the roll as provided in paragraph 3 of Rule XII. 

Mr. NORBECK. Mr. President, I want to state, for the in· 
formation of the Senate, that I intend to offer to-morrow as 
an .amendment to this revenue bill one of the so-called agri· 
cultural relief bills. I feel that thIB will probably be the only 
chance in fue Senate to discuss agricultural relief at the 
present session. I have in mind the so-called Haugen-McNary 
bill. 

My attention has been called to the fa.ct that it can not 
properly be brought up in the Senate as a separate measure, 
th.at it will be subject to a point of order because it is a bill 
for raising revenue, so that the only way to bring it up for 
consideration will be in connection with another revenue bill, 
and I have therefore had it printed as an amendment to this 
bill. 

I shall want at least half an hour to speak on the question 
myself, and I think many other Senators will want to go into 
that matter quite thoroughly, because to-morrow may be the 
only chance to seriously consider that bill. 

l\Ir. OOPELAND. Mr. President, is it in order now to present 
an amendment to the bill? 

The PRESIDENT pro tempore. The Chair understands that 
there is no amendment pending. 

Mr. COPELAND. I desire to propose an amendment to sec· 
tion 214. 

The PRESIDENT pro tempore. The Secretary will report 
the amendment offered by the Senator from New York. 

The READING CLERK. On page 53, after line 2, the Senator 
from New York proposes to insert the following: 

11. To provide for deduction for doctor bills, nurse bills, hospital 
bills, and drugs prescribed for remedial purposes. 

Mr. COPELAND. Mr. President, I observe that section 214 
is devoted to deductions allowed individuals, and I find that de­
ductions are permitted for all ordinary and necessary expenses 
incurred in carrying on any trade or busine s; for all interest 
paid ; for losses sustained during the taxable year not compen­
sated for by insurance; for los ·es sustained if arising from 
fires, storms, shipwreck, or other c-asualty, or from theft. It 
seems to me it is just as logical and proper that losses sustained 
through illness should be made a proper deduction from the 
tax list. 

A young man, perhaps a newspaper man, whose income is 
four or five thousand dollars a year, may have a sick wife, and 
through the payment of doctor bills and nurse bills and hospital 
bills and bills for medicine practically his entire salary may 
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be taken up. So I feel that it is a proper deduction to make, SEC. 1105. No taxpayer shall be subjected to unnecessary examina-
and I hope the Senate may take a similar view. tions or illvestigations, and only one inspection of a taxpayer's books 

Mr. Sl\lOOT. Mr. President, I can not believe that the Sen- o! account shall be made for each taxable year unless the taxpayer re­
ator is really in earnest in this matter. Why not have the quests otberwi~ or unless the commissioner, after investigation, noti· 
deduction for payment of an attorney? Sometimes they are fies the taxpayer in writing that an additional inspection is necessary. 
as expensive as a doctor, but not generally. All that the amendment which I have offered does is to pro-

Mr. COPELAND. That iB included. vide that after an examination by the field accountants, and 
Mr. SMOOT. Oh, no. after there has been an audit and final action is taken, in two 
Mr. COPELAND. It says "or other casualty." years thereafter the matter shall be finally closed. 
Mr. SMOOT. Is that a casualty? I think both of them As the Senator from Virginia [Mr. GLASS], former Secretary 

would be casualties then. It may be true that the doctors of of the Treasury, well said to-day, one of the most unpopular 
this country have come to the conclusion that they will take attributes, if I may call it that, of any t.a.x measure iB the 
out of every man who earns $5,000 the whole of his income i ath·ibute that the taxpayer never knows when he is through. 
but I do not think we ought to encourage that. My amendment permits the taxpayer to know that he will have 

Mr. COPELAJt.i'D. Mr. President, this has not anything to finished in two years after his last settlement, and that is abso-
do with the doctor. lutely fair. The taxpayer ought to have that assurance. He 

Mr. Sl\!OOT. Oh, no. It will allow the doctor to charge a ought not .to be constantly menaced, with opening and reopening 
little more. of tax matters. Surely two years after final settlement, in 
. l\1r. COPEL~'D. This is to give some relief to the laym:m, which he may be paid a refund or may receive an abatement, 
and Heaven knows he needs it or may have to pay an additional tax, is sufficient. All the 

l\lr. SMOOT. He needs it, and he needs help from the doc- amendment does is to make it final after two y~ars. 
tors, too, I will say to the Senator. M1. KING. Mr. President, will the Senator yield? 

Mr. COPELAND. I can not see how it can possibly benefit Mr. l\1cKELLAR. Certainly. 
the doctor. l\Ir. KING. Is the amendment to be retroactive? 

Mr. SMOOT. It will only allow the doctor to charge more. Mr. McKELLAR. Not at all 
The Senator admits they take about all people make, anyhow, Mr. KING. It is to be in futuro? 
an<l whatever exemption we give, of course, the doctor can l\lr. McKELL.A.R. Yes. 
charge that much more. Mr. KING. Does it affect cases that are still unsettled; 

Mr. COPELAND. Mr. President, let me ask the Senator the Senator knows there were something like 5,000 cases in 
from Utah why do you on page 49, in subdivision 6, permit a 1917, six or seven times that number in 1918 and increasingly 
loss sustained from fire, or storm, or shipwreck, or from more later, and there have been attempts at settlement; and 
theft? doubtless the books have been closed in some cases. 

~Ir. Sl\IOOT. That 1s a casualty. Mr. McKELLAR. Only where there has been a final settle· 
Mr. COPELAND. Is not sickness a casualty? ment and the taxpayer has been paid a refund or has paid 
l\1r. SMOOT. It is not a casualty in the shape of destruc· an additional tax and all matters settled between the taxpayer 

tion of property. and the Government I say that two years iB long enough for 
Ur. COPELAND. I assume the Senator considers it to be that kind of a settlement to exist, when the Government should 

an act of God. be barred. 
Mr. Sl100T. Property is what we are legislating about. Mr. SW ANSON. Does the Senator make any exceptions for 
l\lr. COPELAND. The Senator considers it to be an act of fraudulent cases? 

Providence? Mr. l\IcKELLAR. There is another provision in the bill tak-
Mr. SMOOT.· No; I think sickness generally comes from ing care of that, or I would be willing to accept that sugges· 

the act of the man himself. I do not think God has very tion. 
much to do with it. l\lr. SW ANSON. There should be no limitation upon fraud. 

Mr. COPELAJ.~D. Does the Senator think He has to do Mr. McKELLAR. No; there ought not to be. 
with storms and fu•e? They might come from man's own :Mr. SMOOT. Tha.t is what the Senator's amendment pro-
carelessness? . vi des. 

Mr. SMOOT. I think He has something to do with storms. l\Ir. l\IcKELLAR. I will add to the bill language to cover 
Mr. COPELAND. Mr. · President, it would be interesting to that. I ask permission to perfect my amendment by adding 

continue the discussion-I should like to continue it, if we had the words "except in cases of fraud." Will the Senator from 
more time-but I believe that it will appeal to anyone who has Utah accept the amendment with that modification? 
a knowledge of the burden which the doctor bill and the hos. Mr. SMOOT. There is no necessity for the amendment. I 
pital bill and the nurse bill and the drugs bill make upon any will read the provision in the bill covering it. 
family. Mr. McKELLAR. I have read the provision to which the 

Mr. SMOOT. Nobody knows it any better than the Senator Senator refers, but it does not mean what my amendment 
from Utah. means. 

The PRESIDENT pro tempore. The question is on agree- Mr. SMOOT. It means all that the Government ought to be 
ing to the amendment offered by the Senator from New York called upon to· permit. 
[Mr. COPELAND]. Mr. Mc KELLAR. Ob, 110; a taxpayer never knows when 

The amendment was rejected he gets through. A corporation or individual doing business 
Mr. McKELLAR. Mr. President, I offer the amendment may have settled his taxes for five years previously, but he 

which I send to the desk does not know when some inspector or accountant for the 
The PRESIDENT pro tempore. Before that amendment is Goverllinent is going to come back to reassess him for taxes 

taken up the Chair desires to state that the vote by which fi.rn years previously. There ought to be some limitation. It 
the amendment offered by the Senator from Massachusetts on is unfair to the taxpayer as it now stands. It is not provided 
page 195 was agreed to was reconsidered in order to permit for in the succeeding section, section 1106, to which the Sen· 
the Senator from Massachusetts to offer an amendment to a ator from Utah refers. 
certain part of his amendment, and the amendment to the I Mr. SMOOT. Mr. President, I desire to offer again the 
amendment was rejected; and now the question is upon agree- I unanimous-consent agreement which I send to the desk. 
ing to the amendment. The PRESIDENT pro tempore. The Chair will ask the 

The amendment was agreed to. Senator from Tennessee if 11~ yields for that purpose? 
Tlle PRESIDENT pro tempore. The Secretary will state Mr. Mc.KELLAR. Indeed, I do. I am perfectly willing to 

the amendment offered by the Senator fl'om Tennessee. do anything to expedite an agreement to vote on the bill. 
The READING · CLEnK. On page 245, after line 21, the Senator The PRESIDENT pro tempore. The Senator from Utah 

from Tennessee moYes to insert: presents a request for unanimous consent, which will be read. 
SEC. -. That whenever there has been an e.xamination of the books The reading clerk read as follows: 

and accounts o.f any taxpayer by a field agent of the Treasury Depart- It is aareed by unanimous consent that on the calendar day of May 
ment and there ha.s been an audit of the taxpayer's ret~ns based on 9, l924, 

0
after the hour of 3 o'clock p. m. on said cal~ndar day. no 

the said field agent's report and approved by the COIIlm.lssioner, and Senator shall speak more than once or longer than five minutes upon 
the taxpayer has paid any additional taxes found, or received any I the bill (H. R. 6715) to reduce and equalize taxation, to provide rev­
refund allowed, the case shall be closed, and cn.n not again be reopened enue, and for other purposes, or more than once or longer than 10 
after a period of two years. minutes upon any amendment offered thereto up to the hour of 5 

~lr. McKELL..~R. The proYision just preeeding, on page 245, o'clock p. m. on said calendar day, and thereafter the Senate will pro-
rends as follows; ceed to vote upon all amendments pending, amendments that nray be 
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offered, and upon the bill (II. R. 0715) without further debate through Mr. REED of Missouri. Mr. President--
the regular parliamentary stages to its final disposition; and, further, Mr. NORRIS. I yield to the Senator from Missouri. 
that upon the convening of the Senate on Saturday, May 10, 1924, the Mr. REED of 'Missouri. Of course, we can not control the 
Senate will proceed to the consideration of the President's veto of action of the other House. 
Senate bill 5, granting pen ions, etc. Mr. NORRIS. I realize that 

The PilESIDEKT pro tempore. The Secretary will call the l\!r. REED of Missouri. Of course the Senator knows that. 
roll to a. certain if a quorum is present. Now, what is the obstacle in the way of bringing up the 

The reading clerk called the roll, a.nd the following Senators McNary-Haugen bill in regular course here? The bill was 
answered to their names : brought into the Senate some weeks ago, at least a number of 
Adams Fe, i\IcKeliar Sheppard days ago, and was by the friends of the measure sent back to 
AE:hurst F'Ietcber McKinley Shields the committee. The particular advocates of the bill took that 
Ball ~~~;~~r McLean ~g~~t~f~~e course. They did it for reasons which they thought were good. 
~~K!:J~gee Gerry ~j;~~~d Simmons I understood they themselves wanted to perfect the measure. 
Brookhart Glass Moses Smith I have seen no disposition to refuse that bill consideration. 
Broussard Gooding ~e0erlbJe' ck Smoot 1\lr. NORRIS. If the Senator from Missouri had heard what Bursum Hn!e ~' Spencer 
Cameron H~rris ~'orris Stanfield I said, he would have understood my position. I did not offer 
Capper Harri ·on Oddie Stephens that as my judgment; I have never considered it with that 
Caraway ~~~~11 O>erman ~;-a~~~ point in view; but, in my opinion, from what little I thought 
8~~;g~~ Johnson, )finn. ~~Y8~~ Wadsworth about it, I do not believe the objection is good. I will say to 
Curtis Jones,~. Mex. Pittman WalRh, l\Ias..c;. the Senator from l\lissouri that the reason the Senator from 
Dale Jones, Wash. ~~;;g~1 ~~~~nMont. Oregon [Mr. McNARY], the author of the bill, has not moved to 
~~~e · ~~:;s Reed, ~Io. Watson take it up has been because he has reached the conclusion-
Erm:t Ladd Reed, Pa. Wheeler and he has done that, I am informed, after talking with a good 
Ferris Lodge Robinson Willis many of the parliamentarians of the body-tllat the bill would 

The PRESIDENT pro tempore. Seventy-six Senator:i;; have be suhject to a point of order because it contains reyenue pro­
m1Rwered to theil· names. A quorum is pre&ent. The Sec~e- visions. and that it would be unconstitutional to consider it 
tary will read the propo eel unanimous-consent agreement, sub- here until the House has first considerett it. Tllat is the propo-
mitte<l by the Se1intor from "Ctah [Mr. SMOOT]. I ition with which the advocates of the bill are face to face. 

The reading clerk read as follows: l\Ir. FLB'l'CHER. Is it not well known that it is on the pro-
It is agreed by unanimous consent that on the calendar day of gram in the House; that it is one of the preferred mea ures 

May 9, 1924, after the bour of 3 o'clock p. m. on said calendar day, which are to he taken up in that body? 
no ~enator shall speak more than 1>nce nor longer than five minutes Mr. NORRIS. I do not know. 
upon the bill (II. R. 6715) to reduce and equalize taxation, to provide Mr. FLETCHER. I understand that to be the ca. e. 
revenue, and for otber purpo.,es, or more than once or longer than 10 l\lr. KOHRI8. I understand it is on the calendar of tho 
minutes upon any amendment offered thereto, up to the hour of 5 Bou. e. 
o'clock p. m. on said calendar day, and thereafter the Senate will ::\lr. FLETCHER. lt is on the program to be taken up in the 
proceed to vote upon all amendments pending and amendments that other Bouse. 
may be offered and upon the bill (II. R. 6715) without furtller debate l\Ir. ~OHHIK I do not think anybody realizes more fully 
through the regular parliamentary stages to it-; final disposition ; than do I, and I think everybody el e must, that to htke the 
and, further, that upon the convening of the Senate on Saturday, bill up in the way which the Senator from South Dakota pro­
Mar 10, 1924, the Senate will proceed to the conRideration of the I poses to take it up would be unfair to the bill itself, and yet if 
Pregident's veto of Senate bill 5. granting pensions, etc. the friends of the bill have the right idea, and Congres.' i: 

The PRESIDENT pro tempore. Is there objection to the 1' goi!1g to alljourn about !Jle 1st of June, they have rea~on to 
· s 0 . nt a(l'reement'I beh0've that on the pendmg measure would be the onl~· op1)or-

unamm~u -c nse o ·• • ? • , tnnity they will have to take it up. 
Mr. NORRIS. Tile R.enatoi frnm Sou!h Dakota [l\II. NoR- l\lr. REED of )lissonri. l\Ir. President, I know a numuer of 

BECK] may have somet~mg to say about it. . the Senator who earnestly desire to cooperate in any manner 
l\lr. NORBECK. I simply want to ~rye notice on the Sen- that will afford some relief to farmers. I am one of tho~e Sen­

ate that it is to be umlerst?ocl that t~us. is our only chance to ator . I would not think of supporting that bill-I may not 
pas the McNary-Haugen bill u~less it is first pas~ed through support it anywa)~; r want to study it; but I My my objectiw 
the Ho~se an? co~e,· over here m that way. A pou;it ?f or?er is the same objective the Senator from South Dakota has; I 
would lie ~gamst it as a~ a~endm~nt t? an appropriation bill; should like to do ~omething for the farmer-but I would not 
but no ~omt .of ord.er ~nll lie agamst .it as an amendment to vote for that bill added on to the pending bill. 
the pendmg bill, which is ~he revenu~ bill. l\Ir. KORRIS. A. I Raid a few moments ago, in ms opinion 
. l\Ir. NORRIS. T~at liemg true, it. would be perfect folly, the l\1cNary-Baugen bill will not get the support of Hs own 
it :::eems to me, and it woulcl not be fair to the l\IcNary-Haugen friends entirelv i.f it hall be offered as :m amendment to Urn 
bill to agree to thi~ tma1~im~u -co~sent request and underta~e pending bill. b

0

ecause it must be admitted that that is 11ot the 
later to pass that bill, which IS as important as the rernnue bill right way to legislate. 
it ·elf. Mr. REED of )Ii ·ouri. I have another rea"'on for my posi-

1\loreover, I want to . ay that the minority members of the tion. It is whispered about that the reYenue measure we are 
Committee on Agriculture and Forestry decidec.l and aF:ked now considering is likely to be vetoed. It is al::;o whispered 
me, when the McNary-Haugen bill came up, to offer the so- about that the ~IcXary-Haugen bill or an~· . imilar bill is also 
called Norris-Sinclair bill as a substitute for it. I feel that likely to be yetoeu. Of cow· e, I do not speak for the Pre:ident; 
if we are going to take up the ~lcNary-Haugen bill even as an I simply repeat what is common talk. If '""u arld both of these 
amendment to the rnvenue um, it would be my duty to do that measures together nnd ~end them to the White House, I feel 
I realize that that is not the right way to discuss the uill perfectly snre both of them will be vetoed, and we should im­
We ought to have .. everal days of di. cussion upon it. Every- peril both bills by . ending them there at one i'ime. I think it 
body concedes that. But not being able to have several days would be the part of unwisdom by those w110 are in favor of 
of discussion, it means that any farm legislation wiJl be de- farm legislation to try to attach it as a rider to t11e pending 
feated if we are going to limit debate to speeches of a few measure. 
minutes. • ]\fr. NORRIS. I ngree with that propo. ition. In the first 

On the other hand, I realize what the Senator from South place, I do not helieve the bill can be added to the ren•nuP bill 
Dakota has said, that to get the l\IcNary-Haugen bill up at because a good many Senators feel as the Senator- from Missouri 
all he must either wait until it pa ·ses the House and comes has expressed himself-and tbere is ample rea:on for feeling 
here, which is the way we ought to do the business, or he must that way-tlJat it would not be the proper way to legislate. 
offer it as an amendment to the revenue bill. I am not finding Those who ·want some farm legislation or feel at least that 
fault with him. He does not want to take it up in that way. tlle:i,· ought to have an expression and a vote on some perma­
He wants to take it up in a regular way. If those who are nent farm le~islntion m·e worried now becau e it is pratically 
controlling legislation-not here alone, as it would require giYen out that Congress is going to adjourn about the 1st of 
action by the House-want to get the measure up in the right June, and about the time we get through with this bill then will 
way, and we could be a ~-·ured that the l\Ic:Nary-Haugen bill, for come up the moti~n to adjourn. I want to Ray by war of paren­
instance, would be acted on in some way by the House, so that thesis that I advised the Senator from South Dakota not to 
it would come up in the regular way J1ere, there would not be 1 offer this bill as an amendment to the pending measure. 
any disposition to take the course the Senator from South I I thought it would be unju~t eYen to the bill which he favors. 
Dakota is compelled to take. I do not believe it should be <lone. Yet it must be conceded 
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that, under the rules, it is in order to do it if the Senator wants 
to pursue that course. It must be conceded, too, that if he 
and the other friends of the measure are right that it would 
he subject to a point of order if an effort were made to con­
sider it in the Senate before it is acted upon in the other House. 
Then, unless there can be an understanding that the Senate 
will not adjourn until some disposition is made of farm legis­
lation, the pending bill affords the only opportunity the Senator 
from South Dakota will have to get any kind of a hearing on 
the bill. 

Mr. SMOOT. Mr. President, I rise to say to the Senator 
from Nebraska. that I do not believe this Congress is going to 
adjoum without some kind of relief legislation for the farmer. 

Mr. NORRIS. I wish we could have that understanding. If 
we could I think it would settle the entire matter. 

Mr. NORBECK. Mr. President--
Mr. NORRIS. I yield to the Senator from South Dakota . 
.Mr. NORBECK. 1\fr. President, I should like to ask the 

parliamentarians of the Senate who have spent from 10 to 20 
years here and are familiar with the practice of the Senate it 
they can suggest some other way in which we ~an get a vote 
on the bill in this body? 

Mr. REED of Missouri. l\Iay I ask the Senator a question? 
Mr. NORBECK. Yes . 
.Mr. REED of Missouri. The McNary-Haugen bill does not 

propose to rai e revenue in £my way, but does propose to ap­
propriate some money? 

Mr. NORBECK. The bill carries a tariff feature very much 
as does any other tariff bill, and I understand that there is a 
constitutional provision against first taking it up in the Senate 
except in connection with a revenue bill. 

Mr. REED of l\IissoUl·i. I did not understand that it carried 
that feature, because the bill has never been laid before the 
Senate formally. 

Mr. NORRIS. I think the bill has been on the·calendar for 
a good while. 

Mr. REED of Missouri. I wish to say a word fmther, if the 
Senator from Nebraska will pardon me. 

lli. NORRIS. I yield to the Senator. 
Mr. REED of Missouri. I am sp~aking now to the Senator 

from South Dakota. If the Senator from South Da~ota has a 
sufficient number of votes in the Senate to pass the l\fcNary­
Haugen bill he can certainly prevent an adjournment, while if 
he does not have a sufficient number of votes to pass the bill, 
then bringing it forward will, of comse, not avail much. 

~Ir. NORBECK. That is a good deal like saying you can lead 
a horse to water but you can not make him drink. 

"Mr. REED of Missouri. No; that is not saying that at all. 
If you have enough votes to pass the bill you can pre\ent the 
adjournment of the Senate until it is considered; but if, on 
the other hand, you do not ha-ve enough votes to prevent ad­
journment you probably would not have enough \Otes to pass 
the bill. 

l\lr. NORBECK. How will the bill get to the Senate in the 
first instance except it shall pass the House first. How can we 
get the bill before the Senate at all! 

Mr. REED of l\1is~ouri Congress can not adjourn until the 
Senate agrees to adjourn, and if you have a majority of the 
Senate in favor of your bill the Senate will refuse to adjourn 
until the House sends that bill over. 

)lr. i ~ORBECK. I recall very distinctly the last days of the 
last session when Senators here started out to whip the 
House into line, and most of the leaders on both sides of the 
Chamber said that was the wrong policy. 

Mr. REED of Missouri. I am not speaking about whipping 
tlle House into line. It is a mere matter of getting that bill 
here. 

Mr. NORBECK. The Honse has got to puss it before it can 
come over here. 

Mr. REED of Missouri. That is true. 
:Mr. NORBECK. It they do not pass it; it can not come 

here, and how can we vote on it? 
~lr. REED of l\lissouri. But you can hold Congre ·s in session 

beyond the 1st of June if you have a majority. That is all 
that I am saying, and that is perfectly plain. 

Mr. NORRIS. Of course we have no right to demand of the 
House that they pass a bill, and we have no right to demand 
even of tlle leaders here any agreement that we shall stay in 
session until we pass the bill. All we do have a right to do if 
we want to prevent an adjournment is to ask that action be 
had on it. It may be defeated in the House. • 

Mr. McNARY. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Ne­

braska yield to the Senator from Oregon? 
Mr. NORRIS. Yes. 

l\Ir. McNARY. Mr. President, in answer to the suggestion 
made by the Senator from Miss<mri, let me say that the bill 
contains a tariff provision whereby revenue might be collected 
and covered into the Treasury of the JJnited States. Conse­
quently, the drafting bureau and others have advised me-and 
I myself have looked into the matter and given it some con­
sideration-that the first action should be ta.ken by the House 
in order to conform to the requirements of the Constitution. 
That is the reason I have not heretofore pushed the conside1-a­
tion of the bill in this body. 

I am in accord with the views of the Senator from Nebraska 
and the Senator from Missouri, namely, that the bill should 
come up in the ordinary way. I doubt the propriety of try­
ing to tack it on as a rider to the pending JJill. I know that 
riders are not popular ; it is not the proper way to legislate. 

Mr. NORBECK. Mr. President, will the Senator yield? 
Mr. l\IcNARY. Yes. 
Mr. NORBECK. I noticed that a great many riders as to 

various matters were attached to the pending bill this after­
noon and not one Senator in the Chamber objected to them, 
although some of them were very irrelevant riders. Why 
does it happen that farm legislation should draw all the fire? 

Mr. McNARY. I appreciate the zealous interest the Senator 
from South Dakota has in farm legislation and I admire it 
very much, but I do not think, Mr. President, that this bill 
would get nearly so many votes as a rider or as an amendment 
to the pending bill as it would if it were standing on its own 
feet. I have not offered it as an amendment for that reason. 

The situation is simply this: The House has reported favor­
ably on this bill and it is on their calendar for action; the 
Senate has acted likewise. I have been informed by those in 
charge of tl1e bill in the House that within a few days it will 
come up for consideration in the House. Consequently I was 
willing to wait until it should come up in the House for consid­
eration and should be passed and should come over here for 
proper consideration. 

The Senator from Nebraska has a bill which also has been 
reported, but I do not think it would be fair to consider either 
of these bills without the proper opportunity to discuss them. 
I can say to my good and distinguished friend from South 
Dakota that it would be impossible to consider a bill of this 
importance inside of four or five days. There are many features 
that must be explained; it is a large and comprehensive 
measure. I think it o-ives adequate relief to the farmers who 
have found themselves in distressed conditions, but to try to 
put it through under a unanimous-consent agreement such as 
is propo ed here would render it impossible adequately to con­
sider the bill That is the reason I have not urged it. I shall 
support the amendment if offered, but I am afraid that if 
offered the same state of mind that the Senator from Mis­
souri find~ himself to possess would obtain · generally among 
the Members of this bocly, and the bill would not receive the 
support it would receive if it were considered as an independent 
mea ~ure. For that reason I, as one very much interested in 
farm-relief legislation, regret that it should be proposed as an 
amendment to the pending bill. 

Mr. WATSON. Mr. President, I want to say for the benefit 
of the Senator from Nebraska that at a Republican conference 
held during the present week it was agreed that immediately 
after the passage of the tax bill agricultural legislation in 
some form should be permitted to come before the Senate. 

~Ir. NORRIS. May I interrupt the Senator? 
~1r. W A.TSON. I will yield just as soon as I make this 

statement. Tl1e Senator from Oregon [Mr. McNARY] in charge 
of the McNary bill, or its author at any rate, stated that was 
entirely agreeable to him and that he would be willing to per­
mit the appropriations bills to come in from time to time, and 
that the .:\lc~ary-Haugen bill might be made the unfinished 
business. 

Mr. 1\lcN.A.RY. No; I beg the Senator's pardon. 
Mr. W .A.TSON. Or some fotm of agricultural legislation. 
~1r. NORRIS. The Senator is mistaken about that. 
:llr. Mc ... J.A.RY. Let me correct the Senator on that point. 
Mr. WATSON. Wait until I finish my statement. 
Ur. McNARY. I said specifically that I would not insist on 

this bill but on some bill having for its obje~ general farm 
relief. 

Mr. W .A.TSON. Precisely, whether it be this bill or some 
other bill affording agricnltural relief. 

1\lr. NORRIS. That is what I wanted to call the Senate·s 
attention to. I said some time ago that, unle s something was 
done by the House with the l\1ei.'lary bill, I was going to morn 
to take up the so-called NoITis-Sinclair bill here. I think I 
explained the embarrassment under which I would labor in 
making tbat motion. I did not want to be unfair to the Agri-
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cultural Committee, that the Agricultural Committee had de­
cided on the McNary-Haugen bill, although they afterwards 
directed me to report the other bill. The understanding was 
that the Senator from Oregon would take up the l\fcNary­
Haugen bill and that during the course of the debate I would 
offer the other bill as a substitute, so that they would both be 
before the Senate at one time. 

l\Ir. ROBINSON. Mr. President--
Mr. NORRIS. I do not want to break that understanding. 

I do not want to do what would appear to be unfair. I could 
move to take up the other bill as soon as we get through with 
this. 

Mr. ROBINSON. Mr. President--
The PRESIDENX pro temv<>re. Does the Senator from Ne­

braska yield to the Senator from Arkansas? 
Mr. NORRIS. I will yield in just a moment. It is because 

of the action taken by_ the Agricultural Committee, giving prefer­
ence to the other bill, that I would be in an embarrassing posi­
tion to try to shut it out. I realize, also, that those who want 
to take up the McNary-Haugen bill are precluded on account of 
no action having been taken by the House. That is the reason 
why I feel embarrassed in making the other motion, because I 
do not want to disregard what tlle Agricultural Committee 
decided should be done with these bills. 

I now yield to the Senator from Arkansas. 
l\Ir. ROBINSON. I\lr. President, the Senate has now con­

sumed approximately three-quarters of an hour in debating the 
proposed unanimous-consent agreement. That time might wry 
well have been devoted to the consideration of the bill before 
the Senate. Progress could haye been made in connection "\\ith 
it. If the proposed unanimous-consent agreement is to take 
up the remainder of the session, or a material portion of it, I 
suggest to the Senator who offered it that it be withdrawn. 

The PRESIDENT pro tempore. Is there objection to the 
unanimous-consent agreement proposed by the Senator from 
Utah? 

l\1r. ADAMS. l\Ir President, I want to make an inquiry with 
reference to the agreement, and it is this: After the hour of 5 
o'clock has been reached, will it then be possible for amend­
ments to be presented which will thereafter be ·rnted upon 
without having been explained or discussecl? 

The PRESIDENT pro tempore. That is the understanding 
of the Chair. 

Mr. ADAMS. It seems to me that at least there should he 
some provision made by which amendments which are to be 
proposed after the period for discussion is past shall be placell 
in some war upon the desks or in the hands of Senators, so 
that they may understand them. I have no disposition for 
discussion; I think there is very little advantage in most of 
the discussion; but, for one, I should like to have an oppor­
tunity to read the amendments which are being presented "·ith­
out discussion, and it seems to me that such an addition to the 
unanimous-consent agreement would help ·ome and pre,·ent 
some of us from being charged with passing ill-considered 
legislation at a time when we do not hear what is passing. 

l\Ir. SMOOT. I will say to the Senator that I <lo not think 
there will be \ery many amendments offered after that time; 
but I am perfectly willing to modify the amendment so as to 
provide for frrn minutes' discussion of any amendment tllat 
may be offered after 5 o'clock. 

The PRESIDENT pro tempore. The Chair feels that de­
bate upon the proposed unanimous-consent agreement has pro­
ceeded as long, probably, as the rules of the Senate permit 

l\fr . .JONES of New l\fexico. l\fr. President, I should like 
to suggest another unanimous-consent agreement, then, that 
when we conclude--

The PRESIDENT pro tempore. There can not be two pend­
ing at the same time. 

1\lr. SMOOT. Would it satisfy the Senator to ha\e a re­
quirement that all amendments shall be offered by 4 o'clock? 
That is an hour before 5 o'clock". 

l\fr. ADAMS. If they are put in writing, so that they are 
accessible to the Senators. I am entirely willing myself to take 
the responsibility for what I can make out of the amendment 
b:r applying it to the tax bill before me; but when the amend­
ment is read fjom the desk, amending line so-and-so, page so­
and-so, by inserting this and striking out that, I can not pos­
sibly know what it means. 

l\Ir. SMOOT. There will be no amendments offered after 4 
o'clock. 

l\ir. JONES of New Mexico. Mr. President, let me suggest 
a little change. I realize the force of the suggestions made by 
the Senator from Colorado and the Senator from Nebraska, and 
I ha\e said time and again-of course, with my fingers cro sed­
that I never would consent to· a fixed time for voting upon a 

bill. which required a number of amendments without an oppor­
tumty to explain the amendments; and while I am not going to 
object in this case, notwithstanding my predilection, I suggest 
that when we conclude our business to-night we meet to-morrow 
morning at 10 o'clock, and that we limit the debate then to the 
fiV"e minutes specified in the unanimous-consent agreement. I 
feel certain that under that limitation of debate we will be able 
to pass the bill to-morrow, and tliat all amendments will be 
e:Al.)lained. 

1\lr. DIAL. Mr. President, I do not like a double-barreleu 
agreement. I want to get rid of this tax bill at the earliest 
possible moment. I shall be glad to agree to a five-minute rule 
or any other rule that will dispose of it at an early date· but 
I am going to object, because I cnn not agree to the s~cond 
part of the ngreement. 

Tlle PRESIDENT pro tempore. The Senator from South 
Carolina objects. The question is upon the amendment offered 
by the Senator from Tennessee [l\Ir. l\lcKELLAR]. 

l\Ir. s::uooT. l\Ir. President~ I simply want to say to the 
Senate and al ·o to the Senator from Tennessee that the su!}­
stance of his amendment is all found in section 1106, which 
reads as follow ~--

1\lr. WALSH of~~Iontana. What is the page, please? 
l\1r. SMOOT. Page 245. 
If after a determination and asses:-ment in any case the taxpa~rer 

has paid in whole any tax or penalty or accepted any abatement, 
credit or refund based on such determination and assessment, and an 
agreement i made in writing between the taxpayer and the commis­
sioner, wi th the approval of the Secretary, that such determination 
and assi>s~ment shall be final and conclusive, then (except upon a 
showing of fraud or mnlfea. ance or nii ' representation of fact mate­
rially affecting the determination or a , sessment thus made) (1) tlle 
case shall not be reopened or the determination and assessment modi­
fied by any officer, employee, or agent of the United States; and (2) 
no suit, action, or proceeding to annul. modify, or set aside snch 
determination or a scssment shun be entertained by any court of the 
United States. 

Mr. l\IcKELLAR. l\lr. Pre ·iclent, how will that be made 
effective? After the ta~-pa)-er pays the taxes he has to seek 
out the cmnmi ··sioner and the SecretarJ· and ha\e an agree­
ment that that is going to be finally binding hereafter. How 

. does the Senator propose to carry tlmt ·out? 
l\Ir. SMOOT. There will be a regular written form cle­

lirered to e\ei·y taxpayer who makes a request for it. The 
taxparer make: out the reque~t of the commissioner, and under 
this amendment, of cour ·e, there will 1Je a final determination 
of his case. 

l\1r. 1\IcKELLAR. There is nothing to indicate that he is 
to ha·re a form made out or an agreement made. 

l\Ir. SMOOT. There is an authorization for rules and regu­
lations to be made by the department, and I know that those 
forms are made out, and any taxpayer who wants to make 
application for them can do so. 

Mr. MciillLLA..R. Is this the present law? 
l\Ir. Rl\IOO~. Yes. 
l\Ir. l\.fcKELLAR 1\lr. President, we ham hau innumer­

able cases where they have opened it up after having settled 
it. It has been just a short time since one of my constituents 
came to me and said that alJout two ~-ears ago he had receiwd 
a refund, and it had been opened up in the meantime, and 
they were demanding otl1er taxes from him. 

Mr. SMOOT. In such a case as that it ls entirely the tax­
payer's fault. 
-1\lr. l\JcKELLAR. But there ought to be some time when tlle -
taxpayer can be free of all past taxe -. 

~[r. SMOOT. He will be free if he is gi\en this chance, and 
he is giyen it unuer the law, and if he does not avail him elf 
of it we can not help it. 

l\lr. l\fcKELLAR. There ought to oe some time when his 
estate will not be subject to be mulcted in taxes of se\eral 
years past. 

l\fr. 1\IcLE.AN. All he has to do is to write a letter to the 
commissioner, haYe his account audited, and ask for his dis­
charge. 

Mr. McKELL.AR. All Le would lla\e to do would be to im~r 
an additional tax if it should be assessed. He could get rid of 
it in that way, but it ought not to be that way. They ought not 
to be deviled all their lives, and that is about what this means. 

l\Ir. WALSH of Montana. l\Ir. President, I should like to 
inquire of the Senator from Utah if he concei\es that the pro­
vision to which he has called our attention meets the case, and 
whether it is altogether just? In order to get a matter closed, 
the taxpayer must arrive at an agreement with the commis­
sioner, \vith the approval of the Secretary.- The commissionei· 
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may agree to close up my matter, and he may not agree to 
close up some one else's matter. Apparently this leaves it en­
tirely in the discretion of the commissioner to consider one 
case closed and to consider the other case still open. 

l\Ir. SMOOT. I know of no other way on earth in which it 
can be done. We must leave it in some one's discretion. 

Mr. WALSH of Montana. But why say" agreement"? How 
can you justify putting it up to the commissioner to make an 
agreement with the man? 

1\lr. SMOOT. There never has been a case where an account 
has been audited and that request has been made of the com­
missioner but that it has been granted. I know of no case. 

Mr. McKELLAR. Why, Mr. President--
Mr. WALSH of Montana. That is all right, but the Senator 

can see that this puts the opportunity for the grossest kind of 
favoritism in the hands of the commissioner and the Secretary. 
Tlley are governed by no rule at all. 

lli. SMOOT. There can not be a rule as long as there is an 
audit to be made, and there would be no agreement made until 
the audit was made. 

Mr. WALSH of Montana. · Why do you not. simply say that 
after an audit is made he shall be entitled to a certificate to 
the effect that it is closed? Under what circumstances will the 
Secretary consider the case open, and under what circumstances 
will he consider it closed? 

1\lr. SMOOT. That is unfair to the taxpayer. Under ~uch 
circumstances there may be an audit made, and then the tax­
payer may want a refund, and unless he agrees to it the case 
will not be closed. Somebody has to decide it. 

Mr. WALSH of l\Iontnna. Yes; but the point here is that 
he does not decide anything, and there is no rule fi:s:ed upon 
which he has to make any decision at all It is apparently 
put entirely in the discretion of the Secretary and the com­
missioner to consider a case closed or to consider it open, as 
they see fit. 

Mr. SMOOT. After the amount is determined every com­
missioner and the Secretary himself would be only too glad to 
close up those cases. 

Mr. McKELI.AR. Mr. President, if the Senator will look at 
page 246, in the first line, after the word "ass~ssment," it 
says, " and an agreement is made in writing between the tax­
payer and the commissioner, with the approval of the Secre­
tary." Why not strike out those words and treat all people 
alike? I will withdraw my amendment if the Senator will 
agree to strike out those words. 

Mr. SMOOT. If we strike those out, and it is agreed by the 
commissioner, the taxpayer can not file an application for re­
fund. 

Mr. McKELLAR. If the Senator will just look at his own 
bill; it begins in this way: 

If after a determination and assessment in any case the taxpayer 
bas paid in whole any tax or penalty, or accepted any abatement, 
credit, or refund based on such determination and asse sment-

He has already received it. It is p1·edicated upon hi! receipt 
of a refund or an abatement, or paying on a reassessment. 
That is the whole thing. Now, why submit it to the discretion 
of the Secretary or the commissioner, who can rule just as he 
likes? 

I will say to the Senator that within the past week I have 
had complaint from a constituent of mine who said that after 
a settlement had been made a demand to change that settle­
ment and have a refund paid back had been made to him. 

Mr. SMOOT. If the amendment is agreed to, he could not 
file a petition for a refund. He would be out of it entirely. 
You are trying to take away a right he has. In other words, 
the taxpayer may not agree with the assessment at all. 

Mr. KENDRICK. l\1r. President, was not this pro>ision 
included in the bill of two years ago for the first time? 

Mr. S~100T. In the act of 1921. 
Mr. KE:NDRIOK. It was intended to reduce the number of 

cases that were reopened, was it not? 
Mr. Sl\IOOT. And it has done so. 
Mr. McKELLAR. I desire to withdraw my amendment and 

move, on page 246, line 1, after the word " assessment," to 
strike oqt the words " and an agreement is made in writing 
between the taxpayer and the commissioner, with the approval 
of the Secretary," and the words "that such determination and 
assessment shall be final and conclusive," down to and includ­
ing the word " conclusive " on line 5. 

Mr. CARAWAY. Would the Senator leave it, then, that the 
determination shall be final and conclusive except for mistake 
or fraud? 

Mr. 1\IcKELLAR. Oh, yes. 

LXV-513 

• 

Mr. CARAWAY. I want to ask the Senator while he has the 
floor-I can not get it--

The PRESIDENT pro tempore. The Secretary will report 
the amendment--

1\lr. CARAWAY. Just a minute. I have the floor now, with 
the permission of the Senator from Tennessee, to ask him a 
question . . 

Mr. McKELLAR. I yield to the Senator from Arkansas. 
1\!r. CARAWAY. I wanted to make a suggestion as to an 

amendment I tried to offer some time earlier in the day, but I 
could not get recognition because somebody on the Republican 
side wanted to be recognizecl. I wanted to ask the Senator if 
he would not accept an amendment as a substitute for the one 
he has offered, which would provide, in substance, that where 
the Treasury Department furnishes an agent for the purpose of 
assisting the taxpayer to make out his return and he shall so 
assist the taxpayer, and the taxpayer shall accept that settle­
ment and pay, that except for fraud or mistake it shall be 
conclusive, that it shall be opened only for fraud or mistake, 
just like any settlement between individuals. 

Mr. McKELLAR. I will say to the Senator that I offered 
just such an amendment a few minutes ago. 

1\fr. CARAWAY. No; the Senator's was different. 
l\Ir. 1\IcKELLAR. It is practically what was suggested. But 

I call the Senator's attention to this provision, with the words 
out that I have indicated should come out by my amendment. 
I feel that it will do the work required of it. 

Mr. SMOOT. All I will say is that if that amendment is 
agreed to, the taxpayer will lose a great privilege. 

Mr. 1\IcKELLAR. I do not agree with the Senator about 
that at all. 

1\Ir. ASHURST. 1\fr. President, the words of the Senator 
from Utah lun-e weight, and if they be true, they will determine 
my vote in this matter. Let us read the amendment, because 
what the Senator from Utah says on these matters I listen to; 
but I think he is wrong about this. 

SEC. 1106. If after a determination and assessment in any case 
the taxpayer has paid in whole any tax or penalty, or accepted any 
abatement, credit, or refund based on such determination and assess· 
ment-

Omitting down to the word "then " in line 5--
then (.except u{X>n a showing of fraud or malfeasance or misrepre­
sentation of fact materially affecting the determination or assess­
ment thus made) (1) the case shall not be reopened or the determina­
tion and assessment modified by any officer, employee, or agent of the 
United States, ancl (2) no suit, action, or proceeding to annul, 
modify, er set aside such determination or assessment shall be en· 
tertained by any court of the United States. 

In other words, where the taxpayer has received a -credit­
and it is extremely improbable he would receive credit unless 
he applied--

1\lr. SMOOT. Where he pays an additional assessment. 
Mr. McKELLAR. Either one; it is perfectly fair to him. 
l\Jr. ASHURST. Or where he has received a refund. 
Mr. SMOOT. It is the same thing. 
Mr. ASHURST. It is assumed if he applied for a refund he 

would apply for all he was entitled to; he would not make it in 
separate bits and apply for various refunds. "Based on such 
determination and assessment" it is final. We are committed 
to an income-tax policy in the United States and we are going 
to adhere to it. I believe that if there be one thing that has 
tended to throw reproach upon the income-tax system it is the 
feeling that although a taxpayer may pay, and he may make an 
honest attempt to adjust his taxes, he is never certain that he 
is through .. There are domiciliary visits, agents, letters coming 
to him saying his tax is not ettled yet. Within my knowledge, 
in my own State after men have applied for refunds and the 
refunds have been granted to them, and they have used the 
money in their business, then comes down a killing decree that 
the refund was improperly paid, and within a few days the 
man is required to pay the amount back to the Government. 

In all litigation, in all such matters as taxation, there should 
be what we call a time of repose, a statute of repose. Busi­
ness, in my judgment, does not object to paying high taxes 
when it is necessary, and such are necessary; but business does 
object, and business has a right to object, to being constantly 
harassed. A busines man pays his taxes but has no assur­
ance that that is final and conclusiYe. He obtains a refund 
and uses the money in bis busine s, and he bas no assurance 
that that is final and conclusirn. Surely when the Go\ern­
ment, with all it technical agents at its command, makes a 
refund that ought to be conclusive except for fraud. When 
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the taxPaser pays his taxes that cmght ta be conclusive, e~cept 
for fraud. I hope the able Senator from Utah will yield on. 
this point, bereuse in my judgment, with clue deference to him, 
he is wrong about it. 

Mr. SMITH. l\lr. President, l want to call attention to a 
fact that I kuow has been in the observation of practically 
eyerY Senator here. Yen often it occurs that the delinquent, 
so c·;1 lled, has gone out cf business. He is not in a position to 
paJ· the tax that has beeu a ·~essed against him in the business 
in whkh he was employed at the time the alleged shortage or 
deliuqnency occm-red. I do not know of any provision. in the 
Federal law that has a tendency to make a man disregard the 
law ancl seek "\vavs to U\oid its operations more thrm this \ery 
lack of a definite settlement of the Federal income tax. 

I heartily agree with my colleague, and I am sure there are 
tho ;e on the other side who believe that the benefit that will 
result from the amendmeot proposed now by the Senator from 
trenne._see will infinitely more than offset any harm that 
coulc.1 come fltom leavin~ the law as it now stands, because you 
ne1er know within five years wllen J·oui· tax is settled. 

Afr. SMOOT. I am 'Sure Senators who have spoken llo not 
understand what the effect of this amendment would be. 

~.fr. SMITH. If the Senator will allow me, if I do not 
understand it. I certainly understand that there has been ~·eat 
<:onfu:;;ion ; the·re has been unnecessary loss and aggravation 
of tlle tax:payei: Wlder the loose sy tern of leaving five years 
in which his case can be reopened at the e:x1)€nse of any Federal 
agent employed under this department. The depart;nen~ itself 
is eternally haras iug them about some amount that is still due. 

.Mr. Sl100T. This ha · not anythi.og to do with that. 
l\Ir. S~IITH. If it has not, then some amendment to the bill 

ought to be drawn that would have to do w·ith it. 
l\lr. ASHURST. Witbout any attempt at flattery, I reall~· 

waut to hea1: whi.l.t the Senat0r from "Ctah says, but if he doe." 
not talk louder I will aband-On the attempt to hear. Will the 
Senator plea. e talk louder? 

Mr. S::\1001'. I can uot talk against the galleries and the 
floor, too. . 

~Ir. SlliTIL l\1ay I ask the Senator, if it does not apply 
to the very point the Senator from Tennessee offered his 
amendment to remedy, and the one to which the Senator from 
Arizona has spoken, to what does it apply? 

1\Ir. S}!-OOT. It applies to additional assessments and re­
fund~ a.utl 11ere is the case. A taxpayer may be assessed 
$10.000 or $100.000, an<l he may not believe that it is right, 
1.Jut lie has to pay it just the same. . 

l'rnler the amendment he coulu not file a cl:um for refund. 
He would have no relief whatever if this amendment were 
adopted. He could not evell. go to. coui:t. He would be burred 
entirely from any relief if the amendment were accepted. If 
that hi what Senators want to do~ let them vote for it, but I 
give Hotice here to Senators that that is what it would mean. 

Mr. WALSH of Montana. Will the Senator yield? 
l\lr. S)fOOT. Certainly. . 
l\Ir. WALSH of l\Iontana. In order to relieve a danger of 

that kind I suggest that it can be taken care of by putting 
in the wo~ds " without protest " after the word " paid" on page 
243. so that it will read: 

It after a determinatio.n and assr-ssment in any case the ta~paye.i: 
has paid without protest tn whole any tax~ 

And ·o fortll. 
. ·:.\Ir. · SMOOT; I have no objection to that, Mr. President. 
We ham the stune t1ling in the agreement that has been made 
for t.tle taxpayer to sign. It is exactly in those worus. 

l\fr. WALSH of Montana. That is the point I make, Let 
us assume two men ba\e tlone all these things, hav" paid their 
ta:xe...: without protest, that the conditions are just exactly the 
same, and one fellow is able to get an agreement out ot the­
cornmi ·siouer to con ·ider the matter closed, and the other 
fellow· is not. .... "'o rule is laid down to guide the commissioner. 
It awears to be in his absolute and unrestrained discretion 
and favol". I do not think anybody can justify that part of the 
pt'O\·ii;ion. 

l\lr. JONES of New Mexico. At what point does the Senator 
suggest that we I>Ut in the words " wHhout protest " ? 

lfr. WALSH of 1\lontana. After the word u paid." 
?IJr. JO~TES of New 1\lexico. I suggest that it com-0 after the 

word "taxpayer:• so that it would apply to the acceptance of 
the refund. 

:.\fr. WALSH of Montana. It would be more appropriate, I 
thfnk, after the word "bas," so as to read, "has without pro­
test paid in who.le or in part." 

.i\fr. JO.NES of New I\Iexico. I believe that would meet the 
objection. 

Mr. S~IOOT: There is just one case to which I want to call 
the Senator's attention which it may affect, so that we will not 
make a.ny mistake- about it, and I want the Senator to con­
sider it. I do not see any objection to the amendlnent with 
the exception of this case. Suppose a man does pay his tax 
under protest, and the ne:rt day the Supreme Court or any 
other court should decide that it was not due; then he could 
not file for a refund if he had not paid it under protest. . 

Mr. WALSH of Montana. That is right, and it is a Yery gen­
eral rule of law that one who pays taxes without protest, no 
matter whether it is right or wrong, never can recover them 
back. That is a very general rule of law. 

:\lr. Sl\100T. I wanted to call the Senator's attention to 
that. 

Mr. WALSH of Montana. That is quite- right. 
Mr. S)!OOT. Therefore we did not put it in here, because 

we did not want to affect any taxpayer. We wanted him to 
have perfect freedom to file a petition for a refund. 

l\Ir. WALSH of Montana. It does not seem to me he ought· 
to haYe that right. If the assessment is made and he agrees 
to it and pays it without any protest at all, he ought not to 
be alloli;·ed afterwards to claim a refund. 

Mr. S:\100T. I have no objeetion to that, but I felt it wae 
my duty to call attention to eases where it would create a 
hardship. 

:Ur. McKELLAR. I do not belie-ve the Senator from Mon­
tana offered that as an amendment, so I will offer it. In 
line 2-!, on page 245, af tei· the word 11 has," I move to insert 
the words "without protest." 

Tbe PRESIDE~T pro tempore. The amendment will be 
stated. 

The RE.illING CLERK. On page 245, line 24, after the word 
.. has,'• insert a comma and the words " without protest ., and 
a comma, so as to read : · 

If after a determination and assessment in any cas& the taipayer 
bas, without protest, paid in whole any tax or penalty, etc. . 

The PHESIDE~T pro tempore. Does the Senator from 
Tennessee withdraw the first amendment offered by him? 

Mr. l\lcKELLAR. Only the first amendment has been·with­
drawn. Xow let us agree to this amenument. 

Mr. HEFLIN. That is, after the taxpayer has been served 
with uotice of 'what he has been assessed and after he has been 
sen-reel with an accounting as to what his taxes are, and he- pays 
without protest? 

.Mr. lllcKELLAR. That is it. It is au entirely proper amend­
ment. l\Iay we agree to that and then take the next amend­
ment on page 246? 

The PRESIDE...~T pro t~m.pore. It is impo~ible for the 
Chair to ascertain whether the Senator is ready to have a vote 
upou his amendment. 

l\Ir. l\lcKELLAR. I am ready. I will offer it again. After 
the word " has." in line 24, page 245, I move to insert the words 
"without protest." 

The PRESIDE~1T pro tempore. The question is upon the 
amendment just stated by the Senator from Tenue see. 

The amendment was agreed to. 
Mr. l\1cKELLAR. On page 246. in line 1, I move to- strike 

out the words "and agreement is made in writing between the 
taxpaye~· and the commissioner, with the approval of the Secre­
tary, that such determination and asse sment shall oo final and! 
conclusive." 

The PRESIDEXT pro tempore. The question is upon agree­
ing to the amendm"ent oft'ered by the Senator from Tennessee. 

The amendment was agreed to. 
l\lr. JONES of New ~.fexico. Mr. President, on behalf of the 

minority members of the committee I have two amendments 
which I desire to offel'. They are both impol·tant amendments, 
One relates to the proceedings before the board of appeals. On 
page 238, paragraph (h) is proposed to be strickqn out and the 
amendment which I send to the desk substituted therefor. I 
a k that the amendment may be reported. 

The PRESIDENT pro tempore. The Secretary will read the 
amendment for the information of the Senate. 

The RltlDING CLERK. On page 238 strike out lines 17 to 25, 
inclusive. and on page 239 strike out lines 1 to 6, inclusive, and 
insert in lieu thereof tlle following: 

(h) N<>tice and an opPQrtunity to be heard shall be given to the tax· 
payer and the commissioner and a. decision shall be mude as quickly 
as practicable. Hearings before the boa.rd and its divisions shall be 
open to the public. The proceedings of the board and its divisions 
shall be conducted in accordance with such rules of evidence and px:o· 
cedure as the board may prescribe. The testimony taken at th~ hearing 
shall be reduced to \Yriting. It shall be the duty of the board and of 

• 
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each division to make a report in writing of its findings of fact and 
deci ion in each case and a copy of its report shall be entered of 
record and a copy furnished the taxpayer. Such report and all evi­
dence received by the board and its divisions shall be public records 
open to the inspection of the public. The board may provide for the 
publication of its reports in such form and manner as may be best 
adapted for public information and use, and such authorized publica­
tion shall be competent evidence of the reports of the board therein 
contained in all courts of the United States and of the several States 
without any further proof or authentication thereof. The principal 
office of the board shall be in the District of Columbia, but the board 
or any of its divisions may sit at any place within the United States. 
The times and places of the meetings of the board, and of its divisions, 
shall be prescribed by the chairman. with a view to securing reasonable 
opportunity to taxpayers to appear before the board or any of its divi­
sions, with as little inconvenience and expense· to taxpayers as is 
practicable. 

l\Ir. FLETCHER. Does that interfere with the amendment 
which we have already agreed to? Is th.ere any conflict be­
tween the two? 

l\1r. JONES of New Mexico. No; not at all. The amend­
ment which I have proposed on behalf of the minority of the 
committee is an important one, and I hope that Senators will 
enable us to at least understand it. 

As Senators all know, we have provided for boards of ap· 
peal. These boards are to have their hearings not only in 
the District of Columbia, but in different places thl·oughout 
the country. The hearings are for judicial purposes. They 
are supposed to be conducted along the lines of judicial pro· 
ceclure. They are in effect courts of appeal They determine 
controYersies between the Government and the taxpayers. 
Evidence is to be submitted bearing upon the question, and a 
decision is to be reached which, for practical purposes, in 
most cases at least, is a final decision. My contention is that 
whenever there is a controversy between the Government and 
a ta:q1ayer which is to be decided, the proceedings leading up 
to fhat decision should be public proceedings. Under existing 
law they meet in secret and conduct their hearings in secret 
They may hear one witness or one client here, and another 
witness somewhere else; they may receive affidavits or con­
versations, and in any way arrive at a decision, all in ·secret 
I submit that when there is a controversy between the Gov· 
ernrnent and a taxpayers which shall follow through the 
ntriou lines of procedure and finally reach the board of 
apveals, when it gets tl1ere all the proceedings should be public 
proceedings, the evidence slwuld be taken down in writing, 
there should be a finding of fact and the decision of the board 
should be in writing and filed in the case just the same as in 
any other judicial proceeding, because that is what the case 
would be. It would be a judicial proceeding. 

To say that all that shall be done in secret is obnoxious to 
e\erything which we have been taught regarding judicial pro­
cenure as American citizens under our great system ef juris· 
prudence. The proceeding should be public. Their decisions 
should be public. The testimony should be taken down in 
writing, and it should not be heresay testimony which may be 
whispered into the ear of a member of the board of appeals, 
or a mere affidavit of some stranger submitted in secret. If 
it is at all necessary or advisable that tax returns shall be 
made public and made a matter of publlc record, it 18 of much 
g1·eater concern that those judicial proceedings shall be public 
and become permanent records and open to a public inspection, 
so that we may understand the facts upon which decisions are 
reached, and the taxpayers in the country may have an oppor­
tunity to know just how it all happens. 

Mr. WALSH of Montana. Mr. President, the amendment 
offered by the Senator from New Mexico, in my judgment, is 
one of very great merit. It is in accordance with some sug· 
gestions I made earlier in the day concerning the terms of this 
particular part of the bill. I want to suggest, however, to the 
Senator from New Mexico some slight changes. 

The amendment provides that the board shall make a report 
in writing of its :findings of fact and decision in each case. I 
think the board ought to be required to write an opinion, not a 
mere decision, but on any question of law that is involved it 
ought to set out in brief at least the line of argument by which 
it arrives at its decision. I think that the proceedings ought to 
approximate as nearly as practicable to proceedings in court. 
It really is intended in a way as an equity judicial tribunal for 
the determination of those matters. There is no means that 
can be devised of making a court decide the cases aright in 
accordance with sound reason better than by requiring the 
court to file its opinion, show.ing to the world how it arrived at 
the conclusion which it reaches . 

• 

I accordingly suggest to the Senator from New Mexico that, 
after the word "and," in line 2, page 2, there be inserted the 
words "its opinion and," so it would read-
make a report in writing of its findings of fact and its opinion and 
decision in each case. 

Mr. JONES of N:ew Mexico. I gladly accept the amendment 
suggested by the Senator from l\Iontana. 

Mr. WALSH of Montana. Now, another thing. These re­
ports ought to be published, so that they would be subject to 
criticism by anyone who has occasion to refer to them, and so 
that they might serve as a guide to other taxpayers and to 
attorneys having occasion to present matters. Accordingly I 
suggest the word "may/' being the first word in line 7, page 2, 

• be stricken out and the word " shall " be inserted in lieu 
thereof, so it would read " the board shall provide for the pub· 
lication of its reports," and so forth. 

Mr. JONES of New Mexico. I am glad to accept that amend­
ment also. 

Mr.· WALSH of Montana. Then, so there may be no doubt 
about it, I would provide for the publication of the reports 
by the Government Printing Office. I would insert the words • 
" at the Government Printing Office," so it would read: 

The board shall provide for the publication of its reports at the 
Goverment Printing Office. 

That can be done practically without expense, because like 
bulletins of the Internal Revenue Bureau are so printed, and 
a rule could be provided that they could be sold at any time 
at actual cost of preparation. 

Mr. JONES of New Mexico. I am glad to accept the amend· 
ment proposed by the Senator from Montana. 

Mr. SMOOT. I will ask the Senator from Montana if he 
only used the phrase "printed at the Government Printing 
Office" whether we could make any charge for documents so 
p~~d • 

Mr. WALSH of Montana. The Senator from Utah will 
know about that better than L If there is any doubt about 
it, I would insert a provision reading " which shall be subject 
to sale upon the same terms as "--

Mr. SMOOT. As other public documents. 
Mr. McKELLAR. I have an amendment on the same subject, 

which reads in part: 
The opinions of the board shall be printed by the Government 

Printing Office and sold to the public in the same manner as the present 
Internal Revenue Bulletins are sold. 

Mr. SMOOT. The Senator from Tennessee should not use 
the word " bulletins," because that only covers one class. 

Mr. McKELLAR " Other public documents " would be 
proper. 

Mr. SMOOT. " Other public documents " would be a correct 
expression, because that is what these reports will be. 

Mr. McKELLAR. That will be all right 
Mr. WALSH of Montana. I think it would be covered in 

this way : After line 12 on .the same page, insert " such re· 
ports shall be subject to sale in the same manner and upon the 
same terms as other public documents." 

Mr. SMOOT. That is all right. 
Mr. JO~~S of New Mexico. I accept that amendment 
The PRESIDENT pro tempore. The Senator from New 

Mexico modifies his proposed amendment, anµ the moclifica· 
tions will be stated by the Secretary. 

The READING CLERK. On page 2, line 2, it is proposed to 
modify the amendment by inserting before the word " decision " 
the words " its opinion and " ; at the beginning of line 7 to 
strike out " may " and insert " shall " ; after the word " re­
ports," in line 7, to insert " at the Government Printing Office " ; 
and after line 12 to insert " Such reports shall be subject to sale 
in the same manner and upon the same terms as other public 
documents." 

The PRESIDENT pro tempore. The question is upon the 
amendment offered by the Senator from New Mexico as modi· 
:fied. [Putting the question.] The Chair is in doubt. 

Mr. JONES of New Mexico. I ask for the yeas and nays. 
The y~as and nays were ordered, and the reading clerk pro­

ceeded to call the roll. 
Mr. LODGE (when his name was called). l\Iaking the same 

announcement as heretofore with regard to my pair and its 
transfer, I vote " nay." 

Mr. SMITH (when bis name was called). I have a ~eneral 
pair with the Senator from South Dakota [Mr. STERr..r.~o]. I 
transfer that pair to the Senator from Tennessee [Mr. SHIELDS] 
and vote " yea." 

The roll call was concluded. 
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lli. SIMMO ...... S (after having voted in the affirmative)". I 
transfer my general pair with ~ junior Senator from Okla­
homa [l\lr. fl.IBRELD] to the Senator from Michigan [Mr. FEB· 
RIS] and let my vote stand. 

:Mr. JONES of New l\Iexico (after having voted in the affirm­
ative). I transfer my pair with the Senator from :Maine [Mr. 
FERNALD] to the Senator from Washington [Mr. DILT..] and 
allow my vote to stand. 

Mr. ERNST. l\Iaking the same announcement as before rela­
tive to my pair and its transfer, I vote "nay." 

l\.Ir. WARRIDN (after having voted in the negative). I find 
that my regular pair the Senator from North CaTolina [l\Ir. 
OVERMAN] has not voted. I transfer my pair with him to the 
Senator from Maryland [Mr. WELLE'.R], and allow my vote to 
stand. 

Ur. · McLEAN (after having voted 1n the negative). I in­
quire if the Senator from Virginia [Mr. GLASS] has ~oted. 

'The PRESIDENT pro tempore. That Senator has not voted. 
l\1r. McLEAN. I have a pair with that Senator, which I 

transfer to my colleague [Mr. BB.Al\"'"DEGEE], and -allow my vote 
to stand. · 

l\Ir. CURTIS. I deffire to announce thnt the Senator from 
Idaho [Mr. GooDING] is paired with the Senator from North 
Dakota [Mr. LADD]. 

The result was announced-yeas 35, nays 28, as follows; 

Adams 
A hru·st 
Baya.Td 
Brookhart 
Brow;sa.rd 
Caraway 
Copeland 
Dial 
Fletcher 

Ban 
Bursum 
Cameron 
Colt 
Cummins 
C'nrtis 
Dale 

YE.AS-35 
George 
Gerry 
Harris 
Harrison 
Heflin 
Howell 
J ohnso-n, Minn. 
JODef!, N. lfe.x. 
Kendrick 

King 
Mc Kellar 
Mayfield 
Neely 
Pittman 
Ralston 
Reed, Mo. 
Robinson 
Sheppard 

NAYS-28 
Edge 
Ernst 
Fe s 
Hale . 
Jones, Wash. 
J{eyes 
Lodge 

McLean 
Moses 
Oddie 
Pepper 
f"bipps 
Tieed, Pa. 
Shortridge 

NOT VOTIN.0-23 
Bo-rah Ferris Lenroot 
Brandegee Frazier McCormick 
Bruce Glass McKinley 
Cnpper Gnodlng McNary 
Couzens Greene Norbeck 
Dill Harreld Norris 
Edwards Johnson, Calif. Overmt1.n 
Elkins Ladd Owen 
Fernald La Follette ltan dell 

Shipstead 
Simmons 
Smith 
Swanson 
Trammell 
Wal11h, Mass. 
'Walsh, Mont. 
Wheeler 

Smoot 
Spencer 
Stan~Id 
Wadsworth 
Warren 
Watson 
Willis 

Shields 
Stl..llley 
Stepheru 
Stcding 
Ullderw~od 
Weller 

So the amendment of Mr. JoNEs of New MeXiCo' as modified 
was ngreed to. 

l\.Ir. WILLIS. I offer to the pending bill the amendmmt 
wbich I send to the desk and ask that tt may be considered 
as pending and that it may be printed I will call it m> 
to-morrow. 

The PRESIDENT pro tempo"Te. Th-e amendment will be 
printed and wi'l:l be considered the pendfng amendment. 

The amendment l)roposed by Mr. WILLIS is as follows: 
On page 50, line 24, at the end cf the line, tc insert in parentheses 

"(incluiling preve.Dtive and constructive service for relief, '"l'ehabitita· 
tion, health, character buildi.Ilg, and citllenshlp) ." 

. ADDITIONAL BILLS fN'rn-ODUCED 

Additional bills were introduced, read the first time, and, 
by unanimous consent, the sec-0nd time, and referred as fol­
lows: 

By l\Ir. SPEi..'CER: 
A bill ( S. 3270) authorizing the President to reappoint W.al­

ter F. Martin, formerly a captain of Cavalry, Unit~ States 
Army, an office1· of Cavalry, United States Army (with accom­
panying papers) ; to the Committee on Uilitary Affairs. 

A bill ( S. 3271) for the relief of Herman 4- Lueking; to the 
Committee on Claims. 

ADDRESS BY SECltETARY Oir OOMMEROE HERBERT HOOVER 

Mr. SHORTRIDGE. Mr. President, 1 hold in my hand a 
very interesting, thoughtful, and I think instructive address 
deliYered by the Secretary of Commerce, Mr. Hoo-ver, yester­
day, before the annual meeting of the United States Chamber 
of Commerce held at Cleveland, Ohio. I think it will be worth 
reading and I ask--

Mr. McKELLA.R. Is it in any sense a political address? 
Mr. SHORTRIDGE. In no sense whatever. n deals with 

economic que tions and has no tinge of political bias or e:I:­
pression. I ask that the address may be printed in the :RECORD. 

Th~re being no objection, the address was ordered to be 
printed in the RECORD, as follows: 
.ADDRESS OF SECRETARY OF COMMEllCl!I HERBERT HOOVER AT TH• 

.ANNUAL MEETING 01!' THE UNITED STATES CllAlIBEB Oi" COMMERCE, 

CLEVELAND, OHIO, EVENING OF MAY 7, 1924 

SOMJa PHASES OF THll GOVJ!lRNMENT IN BUSINESS 

Your chamber has recently submitted to Its members a number ()f 
recommendations upon principles of business conduct in the form -0t 
a report of your colnmitteti on business ethics. The 'Very fact of issuing 
such a report is of interest. I Wish to discuss the whole subject in 
its 'Wider sense and in the relation of government to business. 

The advancement o! science and -OUr increasing population require 
constantly new st&rndards o-f conduct and bteed an inc~asing multitude 
or new rules and regulations. The basic principles laid down m the 
Ten Commandments alld the Sermon on the Mount are as applicable 
to-day as when they were declared, but they require a host of subsidiary 
clauses. The 10 ways to evil in the time 'lf Moses bave mcreased to 
10,000 now. 

.A whole host of rules and regulations are necessary to maintain. 
human rights with this amazing transformation into an industrial area. 
Ten p~ople in a whole county, with a plow ap~ce, did not elbow each 
other very much. But when we put 'i,000,000 people in a county, with 
the tools of electricity, steam, 30-fioor buildings, telephones, miscella­
neous noises, street caxs, railway~ motors, stock exchanges, and what 
not, then we do jostle en.ch other in a multitude of directions. There­
upon our lawmakers supply the dema.ud by the c.oo.seless piling np of 
statutes in attempts to keep the traffic open; to assure fair dealing 
in the economic world ; to eliminate its wastes; to prevent some kind of 
abuse or some kind of domination. Moreove1·, with increaslng educa­
tion our SeDses become more offended and our moral discrimination in­
creases, for all of which we discover new things to remedy. In one 
of our States over 1,000 laws and ordinances have been added in the 
mst eight months. It is also true that a large part of them will sleep 
peacetully in the statute book. 

The question we need to consider is whether these rules and regula­
tions are to be -developed &olely by government er whether they can 
not be in some large part developed out of voluntary forces in the 
Nation. In other words, can the abuses which give ri e to government 
in business be eliminated by the systematic and voluntary action of. 
commerce and induruy itself? This is indeed the thooght behind the 
whole gamut of recent slogans, "Less gov.ernment ln bu iness," " Les!\ 
government regulation," "A square deal," "The elimination of waste," 
" Better business ethics," and a dozen others. 

Na.tioru:tl char.:aeter cn11 Itot be built by law. It is the sum of the 
moral fi.ber oJ its individuals. When abuses which rise from our grow­
ing system are cUl.'ed by live individual conscience, by initiative in the 
creation of voluntary standards, then is the growth -e-f moral perceptions 
fertilized in every individual charncter. 

No one disputes the necessity for constantiy new standards of con­
duct in relation to all these tc:>ols a.nd inventions. Even our latest great 
invention, rndio., has brought a host of new question.s. No one dis­
putes that much .of these subsidiary additions to the Ten Command· 
meJ;).ts must be ma.de by legislation. Our public utilities are wasteful 
and costly unless we give them a privil~e more or less monopolistic. 
.At once when we have business affected with monopoly we must have 
regulation by law. Much of even this phase might have been unneces­
sal'Y had there been a ll.igher degree of responsibility to the public, 
higher standards of business practice among those who dominated these 
agencies in _years gone by. 

There has been, however, a great extension of government regulation 
and control beyond the field of puhlk utilities into the _fields of pro­
duction and distribution of commodities and c1·edit. When legislation 
penetr:a.tes the business wo.rld it is because there is nbuse somE>where. 
A great deal of this legislation is due rather to the inability of business 
hitherto to so organize .as to correct abuses than to any lack of desire 
to have it done. Sometimes the abuses are more apparent than real. 
but anything is a handlt} for demago.,<>Uery. In the ma.in, however, the 
public acts only when it has lost confidence in the ability or willingness 
of Business to correct its own abuses. 

Lt-gislative action is alwars clumsy-it is incapable of adjustment 
to shifting need . .It often enough produces new economic currents 
more n.busirn than those intended to be cured. Government too often. 
becomes the persecutor instead of the regulator. 

The vast tide of these regulations that is sweeping onward can 
be stopped if it is possible to devise, out of the consc.':ience and orgu.niza­
tion of business itsdf, those restraints whkh will cure abuse; that 
will eliminate waste; that will prevent unnecesMry hard 'hip in the 
working of our eoonomic system ; that will march without larger social 
understanding. Indeed, it is vitally necessary that we stem this tide 
if we would preserve that initiative in men which builds up the char­
acter, intelligence, and pro-gre s in our people. 

I am one of those who believe in the substratum o-f inherent hon­
esty, the fine vein of service and kindliness in our citizenship. The 

• 
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vast volume of goods and services that daily flow through the land 
would cease instantly were it not for the instinctive dependence of our 
people upo.n the moral responsibility of th-e men who labor in the shops 
and farms and the men who direct mrr production and distribution. 

In these times of muddled thought it is sometimes worth repeating 
a truism. Industry and commerce are not based upon ta.king ad­
vantage of other persons. Their foundations lie in the division of 
labor and exchange of products. Far through speciallza.tion we in­
crease the tot.al and variety of production and secure its diffusion into 
consumption. By some false analogy to the " survival of the fittest " 
many have conceived the whole business world to be a sort ot ece>­
nomic "dog eat dog." We often la.y too much emphasis upon its 
competit!i'e features, too little upon the fact that it is in essence a 
great cooperative effort. And, our homemade, Bolshevist-minded critics 
to the contrary, the whole economic structure of our Nation and the 
survival of our high general levels of comfort are dependent upon the 
maintenance and development of leadership in the world of industry 
and commerce. Any contribution to larger production, to wider diffu­
sion of things consumable and enjoyable, is a · service to the com­
m unity, and the men who honestly accomplish it deserve hig'h public 
esteem. 

The thing we all need to searchingly consider is the practical ques­
tion of the method by which the business world can develop and enforce 
tt own standards and thus stem the tide of governmental regulation. 
The cure does not lie in mere opposition. It lies tn the correction of 
abuse. It lies in an adaptability to changing humllD outlook. 

The problem of business ethics as a prevention of abuse is of two 
catego.ries: Those where the standard must be one of individual moral 
perceptions and those where we must have a determination of standards 
of conduct for a. whole group in order that there may be a basis for 
ethics. 

The standards of honesty, of a sense of mutual obligation, and of 
service were determined 2,000 years ago. They may require at times 
to be recalled. And the responsibility for them increases infinitely 
in high places, either in business or goverumen t, for there rests the 
high responsibility for leadership in fineness of moral perception. 
Their failure is a blow at the repute of business and at confidence in 
government itself. 

The second field, and the one which I am primarily discussing, is the 
great area of indirect economic wrong and unethical practices that 
spring up under the pressures of competition and habit. There is also 
the great neia ot eeonomlc waste through destructive competition, 
through strikes, booms and slumps, unemployment, through failure of 
our different industries to synchronize, and a hundred other causes 
which directly lower our productivity and employment. Waste may 
be abstractly unethical, but in any e-rent it can only be remedied by 
economic action. 

If we are to find solution to these collective issues -outside of govern· 
ment regulation, we must meet two practical problems: 

First. There must be organization in such form as can establish the 
standards of conduct in this vast complex of shifting invention, pro­
tluction, and use. There is no existing basis to check the failure of 
service or the sacrifice of public interest. Some one must determine 
such standards. They must be determined and held flexibly in tune 
with the intense technology of trade. 

Second. There must be some sort of enforcement. There is the 
perpetual difficulty of a. small minority who will not play the game. 
They too often bring disrepute upon the vast majority ; they drive 
many others to adopt unfair competitive methods which all deplore; 
their abuses give rise to public indignation and clamor which breed 
legislative action. 

I believe we now for the first time have the method at hand for 
voluntarily organized determination of standards and their adoption. 
I would go further ; I believe we are in the presence of a new era in 
the organization of industry and commerce in which, if properly di­
rected, lies forces pregnant with infinite possibilities of moral progress. 
I believe that we are, almost unnoticed, in the midst of a great revolu­
tion--or, perhaps, a better word, a transformation in the whole super­
organization of our economic life. We are passing from· a period of 
extremely individualistic action into a period of associational activities. 

Practically our entire American working world is now organized 
into some form of economic association. We have trade associations 
ancl trade institutes embracing particular industries and occupations. 
·we have chambers of commerce embracing representatives of different 
industries and commerce. We have the labor unions representing the 
different crafts. We have astiociations embracing all the different pro­
fessions--law, engineering, medicine, banking, real estate, and what 
not. We have farmers' associations, and we have the enormous growth 
of farmers' cooperatives for actual dealing in commodities. Of indirect 
kin to this is the great increase in ownership of industries by their 
employees and customers, and again we have a tremendous expansion 
of mutualized insurance and banking. 

Although such associational organizations can trace parentage to 
the middle ages, yet in their present implication they are the birth 

• 

of the last 50 years, a.nd in fact their growth to enveloping numbers 
1s of the last 25 years. We hav-e, perhaps, 25,000 such associatiooal 
activities in the ecollomic .field. Membership, dkectly or indirectly now 
embraces the vast majority of all the individuals of our country. 
Action -0f wide import by Sllch associations has become an important 
force of late in our political, -economic, and social life. 

It is true that these associa:tlons exist for varied purposes. Some 
are strong in recognition of public responsibility and large in TISion. 
Scme are selfish .and narrow. But they all represent a vast ferment 
o! economic striving and change. 

El\' er since the factory system was born there ha.s been within it 
a -struggle to attain mo.re stability through collective action. This 
effort has -sought to secure more regular prodllction, mo.re regular 
employment, better wa.ges, the elimination of waste, the maintenance 
of quality or service, decrease in destructive competition and unfalr 
practices, and ofttimes to assure prices <ll' profits. The first phase uf 
develo.pment on the busmess slde was "pt>ols" in production and dis­
tribution. They were infected with imposition upon the public and 
their competitors. In some part there were struggles to correct abuse 
and waste. They were followed by an era of capital col1Solidations 
with the same objects, but also to create a situation of unbreakable 
agreements. Both were against public in~rest, and the publie 
intervened through the Sherman Act. Yet underneath all these efforts 
there was a residuum of objects which were in -public interest. 

Associational activities are, I believe, driving upon a new road where 
the objectives ean be made wholly and vitally of public interest 
The legitimftte trade associations and chambers o.f commerce with 
which I am now primarily concerned possess certain characteristics 
ot social importance and the widest differ~ntiation from pools and 
trusts. Their membership must be open to all members in the industry 
or trade, or rival organiza.tioos enter the field at onca Therefo~, 

they are not millstones for the grindlng of competitors, as was the 
essence of the old trade combinations. Their purpose must be the 
advancement of the whole industry or trade) or they can no.t hold 
together. The total interdependence of all industries and commerce 
compels thPm in the long run to go parallel to the general ec(}nomic 
good. Their leaders rise in a real democracy without bosses or po­
litic:il manipulation. Citizens can not run away from their country 
if they do not like the political management, but members of ·rnlun­
tary associations can resign and the association dies. 

I believe that throng'h these forces we are slo.wly moving toward 
some sort of industrial democracy. We are upon its threshold if 
these agencies can be directed solely to constructive performance in 
the public interest. 

.A.11 this d~s contain some dangers, but they will eome only from low 
ethical -standards. With these ugencies used as the machinery for the 
cultivation and spread or high standards and the elimination of abuse11, 
I am convinced that we shall have entered the great era of self­
governing industry and business which has been a dream to many 
thinkers. .A. self-govel'Iling industry can be made to rt>nder needless a 
vast area of governmental interference and regulation wbiC:h has grown 
up out of righteous complaint against the abuses during the birth 
pains of an industrial world. 

Some J>eople have been alarmed lest this associational movement 
means the destruction of our competitive system, lest it inevitably ae­
stroy the pl'imary individualism which ts the impulse of our society. 
This alarm is groundle-ss. Its rightful acti:vities do nut de.;;troy equality 
of opportunity or initiative. In fact, they offer new avenues of oppor­
tunity for ind1viduals to make progress toward lendership in the com­
munity. .Any one of them will die at once it it does not offel' ('quality 
of opportunity to its members, or if it restricts its membership rival 
associations at once emerge. They ar-e the safeguards of small businc. s 
and thus p-revent the extinction of competition. They are the alterna­
tive to capital consolidation. They ue not a gro~th toward soctal­
lsm-that is, government in all buSiness-they are, in fact, a growth 
directly away from such an idea. 

Right here, for the bene1it of the gloomy persons who nave a frozen 
belief that ev~ry form of associational activity is a. conspirncy to fix 
prices and to restrain trade, to perpetuate tyranny of employer or 
employee, we may remember tbat there are some crooks in every line 
of endeavor. The underlying purposes of the Ta.St majority are con­
structive. A minority may be 'Violating the "Ten Commandments and 
need the application of criminal standards. I am speaking, however, 
of something more vital than porch climbing. 

I am, of course, well aware of tile legal diffieulties that surroun., 
certain types of associational work. I do not believe that the dc-velop­
ment of standards of conduct or the elimination of abuses in public 
interest has ever been ehallenged as a violation of the Sherman Act. 
Moreove1·, to establish either a physical or a moral standard directly 
sharpens competition. 

These associational activities are the promising machinery for much 
of the necessary determination ot ethical standards, for the elimina­
tion ot useless waste and hardship from the burden of our economic 
engines. Moreover, we have in them not only the agencies by which 
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Staiidai·ds -can-be-set, but by cooperative action among the associa­
tions representing the different stages of production, distribution, and 
use we can secure a degree of enforcement far wider than mere public 
opinion in a single trade. 

When standards are agreed upon by the associations representing 
the manufacturer and distributor and by those representing the user, 
we ha>e a triple force interacting for their enforcement. 

Now I <1o not wish anyone to think my feet are not on the ground 
in all this, and I propose to give a few illustrations from real life 
of w-hat can be effected by constructive associations and by coopera­
tion among them. 

Th!' Department of Commerce has, n.t the request of the lumber 
industry, held a number of conferences to discuss the rules of the 

· road in that industry and its relations to the other industries and the 
common good. The problem was to establish more general and more 
constructive standards of practice, ethics, and waste elimination. 

In the toil of formulating these standards there aro"le a question 
of how thick a 1-inch board should be. It sounds easy. But it 
quickly developed to be a queRtion whether it should be 1 inch thfrk 
when it was green, after it was dried, when planed on one side, or 
when planed on both sidf's. It deYeloped not only that a choice had 
to l><! made among these four alternatiyes, but also that this choice 
had to be based upon a proper consideration for the conservation of 
our forests on one hand and the prov1sion of a material of such struc­
tural character as to constitute a square deal to the consumer on the 
other. It also developed that there were 32 different thickne. ses of a 
1-inch board in current use and that some minority of manufacturers 
in the drl>e of unfair competition were gradually thinning the board 
until it threatened to become paper. There al o had to be developed 
the exact differences which threw a board into four or five different 
gradPs, and there had to be a determination of standard trade names 
for different species of wood. The point was that an accurate stand­
ard had to be determined before di crimiuation as to fair dealing and 
public service could be gauged. That occasion was thC' fomHlation of 
ethics in 1-inch boards. 

These conferenceil establii;;lled f:OID<' 80 questionR involying the whole 
technology of lumber au<l comprit;ing for the first tiruP a definite 
serie~ of 'national Rtandards. Ilere ii,; the sum of our problem. It 
could only be accomplished through an association in the industry. 
It I~ proof of industrial co rience and . enice. 

The second part of the practical problt>m which I enumeratt>d before 
ls enforcement. Again associational activitie: were callNl upon. Tb(• 
manufacturers were not alone in these conference. , but the clii;;­
tributor and consumer were also represented by the Architects' As;'o­
ciation, the Building Contractors' Association, the railway and other 
purchasing associations, and the Retailers· Associations. The action 
and reaction of the buyer and seller upon each other in their deRire 
to secure fair dealing in industry can procure enforrPment. Joint 
inspection bureaus have been erected where complai11t for violation 
can be lodged and determination made. Enforcement mny nut be 100 
per cent, but the standards are there aill1 a sen e of indiridual re­
spon ibility and self-interei::t will eventually, I am confic1<'nt, make 
them universal. 

For years aggrieved persons anc1 some of the trade have been agilat­
ing this question of lumber standards in Congress. XumerouR bills have 
been introduced. If this effort succeeds no legislation will be necessary. 
This is keeping the Government out of business through tlJe remedy of 
abuses by business itself. 

I propose now to mention one other case of a most >itallr important 
nnd entirely different order, rendered possible only through asi::ociational 
actiyity in which the Department of C-0mmerce hai:: been in active co­
operation. That is in the bituminous coal indui::try. There have been 
developed in this industry, aR many of you are aware, 30 per cent too 
many mines operating jntermittently during nearly every week of the 
year with a large seasonal dip in summer. Tllus they n~q11ir<>d 30 per 
cent more labor and 30 pn cent more capital than was nece sary to 
produce the :Katlon's coal. One effect of this situation was that ·ome 
proportion of the employees secured too few days' work to yield tlwm a 
reasonable standard of living, even at the apparently high daily wage. 
This minority of employees were naturally a constant source of agi­
tation and dishirbance. The result of all this was a higher cost of 
producing coaJ and consequt>ntly a higher national coa.l !Jill, speculation 
and uncertainty to the ope.rntors, hardship and difficulty and instah!lity 
to a considerable portion of the workers. The fundamental cause was 
a ylcious cycle of seasonal fluctuation in demand, annual shortages in 
coal cars, and periodic strikes wl1ich grew out of the instability of Ial>or 
relationships. These periods of shortened or suspended production 
always resulted in famine prices for coal and great stimulation to the 
opening of new mines. 

At least four Go•ernment commis!'lions have examined tbi question. 
Probably 40 bills have been introduced into Congress proposing govern­
mental regulation in an attempt to conect the abuses and waRtes and 
public danger that lay in the situation. 

The associational agencies in the field were those of the operators, 
<>f Jabor, of the railway executives, and of the various as ociations of 
industries as consumers. The first problem was to secure a general 
knowledge of the causes to which I feel the Department of Commerce 
contributed substantially. Remedy was undertaken in many directions. 
The railway association induced the construction of a more ample 
supply of coal cars and greater expedition ancl interchange in han­
dling between different railways. The Department of Commerce, in 
cooperation with the chambers of comm!'rcP, manufacturers' associa­
tions, railway and public utilitie, a ociations, secured that more coal 
should be put in storage during the summer Real'lon. The rf', ult wai:: 
that last year for i.he first time in many years we had no interrup­
tion in the di trilJution of coal due to car shortage. One ~<'.ment of 
the vicious cycle jn this situntjon is eliminate<l. provided we can con­
tinue this same cooperation in fnturt>. 

The second p:i.rt of the solution was the general agreemC'nt u:r both 
operators and lahor that stability could not be restored in thC' industry 
unless there wru a long period of continuom: opnrrtiou, in which the-­
absence of coal famines and profiteering woulcl elimina1e the speculative 
and high-cost producer and reduce the units in the industry ancl thus 
its intermittency. The labor ogreemenl between tbese a8Rociatiom:. 
made last February for a term of three years, bas assurecl thi · 
improvement. 

Here we haYe an example of the mo"t profound national importance 
in :'lt lea. t the beginning of ~tabilization of au industr~· in>olvPd in n 
most >icious cycle of waste nnrl trouble. The national savln~s can IJ<' 
measured in hundreds of millions and tbe human hardships greatly 
Je<1i::ened. There will be . ome preliminary hardship in so great a 
self-imposed urgical operation. but I am confident it will heal to the 
mutual jnterest of the operators. the public, and the workers. To-day 
I do not believe there is an~· st>ntiment. for Government regulntion of 
th<' bituminouR conl industry. 

Another imilance of grPat intere. t in which I had the honor to 
participate was the aliolition of the J 2-bour uay in the steel inrlu. try 
through t be action of the istt>el a"soeiatiou. 

I coul<l giyc you a multilndf' of examples o( th<' 1.Jrginniugs of con­
structive i::t>lf-govt>rnment in imlu8'ltT among many other ar: ociatio11fi. 
The YeQ· pnl>lication of rodes of e1bici:: by many associations instill­
ing servic<' as thn primary purpose; th<' contlenmation of spf'cific unfnir 
practices : the insistence upon a higher plane of relationship. between 
employer and employt>e-all of them arc at l<>ast indication, of im­
provinir 1ltough1 and growlng moral perc1·ptions. 

All of thi: i~ tht> slron~ beginning of a iiew force in the Im inesfl 
world. 'l'hc individual intere, t is wrapped. np with public interest. 
They can find expre sion only through association. Three rearH or 
stud;\· and intimate contact with associations of economic groupH, 
whether in production, UiHtribution, lahor, or finance, CODYince me 
that there Hrs within them a great moving impulse toward betterment. 

Jf these organizations accept as thE'ir primary purpo e the lifting 
of Rtandarcl , if ther will cooperate together for voluntnry enforce­
ment of high Htnndards, we shall haYe procee!l<'<l for along the i·oa1l 
oC <'limination of governmC'nt from bui::iness. Ameril'an lmsiness is 
neYer secure unles it bas public confidence behind it. Otherwi. <', it 
will nlway. be a prey to dPma~oguery and filled with discouragement. 

Tlle test of our whole eeonomic and. . ocial system iS' its capacity to 
cure its own abuse1;" :Xe~y abuse. and new relationships to the public 
interest will occur a<; loug ns we continue to prol!reHs. If we are to 
be wholly dependent upon Government to cnrr these a.bnRes. we shall 
by this wry mc•thod have ct·eated an enlarged n.ncl dea<lcniug abusP 
through tile exten:ion of bureaucracy and the dumsy and incapable 
halHlling of cklicate economic fore!' ~. 'l'he old law merchant iA tlw 
basis of ruuch of -0ur common law. A renai:sance of a new law mer­
chant cou1'1 so advance our i-:lan<lar1L· os to sol•e much of 1 he problem 
of go>ernment in businesi;. 

American hu:ine. ~ neecl-; n liftiug purpo:'e gre:\ter lhn.n tb(' struggle 
of materialism. :Kor can it lir in some ernnC'. rf'nt, C'motional, dra­
matic crusadP. It lier in the hig-h!'r pitch of economic life, in n 
finer regard for the rigllts or otlwrs, a strongf't· deYotion to ohli!'ations 
of citizenship that will a. rmre an improved leatlC'rRbip in e\·cry com­
munity and tl.te )\ation; it lie~ in the orgnnization of tbc forces of 
our economic life, so tllat 1her may produce happier individual JiYf' . 
more secure in employment and comfort, wider in tbe possi1'ilities of 
enjoyment of nature, larger in its oppor1un!tief< of intellectual life. 
Our people haYe already shown a lligber sens<' of respom<ihilitles )n 
these tldngs than those of any other country. The f('rment or orgdl'li­
zation for more d<>finite accompli. hm!'nt of these things in the prnc­
tical day-by-day progre ·s of busine.-s life is ali"Ve in our lm:.ine s world. 

The Goverument can best contrihntc tbrontib stimulation of and 
cooperation with Yoluntury forceR in our national life. for we thus 
preserve the foundations upon whirh we have progr!'sRed so far-th.­
initiative of our people. With YiF<ion and df'>Otion theHc voluntary 
forces can accomplish more for America Urnn any spread of the bancl 
of government. 
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RECESS 

:Mr. SlfOOT. I move that ttre Senate take a recess until 11 
o'clock to-mon·ow morning. 

The motion was agreed to; and ('at 10 o'clock and 26 minutes 
p. m.) the Senate took a recess until to-morrow, Friday, May 9, 
1924, at 11 o'clock a. m. 

HOUSE OF REPRESENTATIVES 
THURSDAY, May Bt 19£4 

The House met at 12 o'clock noon. 
The Chaplain, Rev. J:lmes Shera Montgomery, D. D., offered 

the following prayer : 
We bless Thee, our Father in heaven, that every morning is 

the world made new and every day is a fresh beginning. We­
tllank Thee for this inspiring truth, and let this day be marked 
by prudence, fore ight, and the wisdom of the wise. We would 
cease our vain, despondent fears and remember Thy glorious 
works, Thy promises, Thy power to save and claim eternally 
Thy own. Do Thou guide and bless us in ail our relations to 
life, and keep us in tbe ways of righteousness, truth, and 
peace, through Christ. Amen. 

The J ournaI of the · proceedings of yesterday was read and 
approved. 

EAMON DE VALERA. 

1\lr. BOYL.AN. MT. Speaker, I rise to make a privHeged 
motion. I move to discharge the Committee on Foreign Affairs 
from the further consideration of House Resolution 256 and 
pass the same. This resolution was introduced by me April 10 
a resolution of inquiry calling upon the Secretary of State .;, 
furnish the House with whatever infonuation he may have in 
his possession relative to the status of Hon. Eamon de Valera. 

1Ir. CRAYTON. Mr. Speaker, I reserve a point· of order on 
the resolution. 

1\Ir. CHL1\TDBLOM. And I reserve the right to object 
The SPElAKER. The gentleman from New York calls up a 

resolution, claiming it is plivileged, House Resolution 256, call­
ing upon the Secretary of State, if not incompatible with the 
public interest, to furnish the House at the earliest possible 
uate i:mch data and information as he may have concerning the 
present status of the imprisonment of the Hon. Eamon de 
Valera. 

l\fr. LONGWORTH. Will the gentleman from New York 
yield? 

Mr. BOYLA-~. I will 
MI·. LONGWORTH. I do not ob. er-re any member of the 

Committee on Voreign Affairs here. Does the gentleman object 
to making tne request later in the day? 

Mr. BOYLAN. I would not if I would not be foreclosed· if 
I am permitted to- make it under any order of business. ' 

Mr. LONGWORTH. I think the gentleman would not be 
foreclosf'd from making the request, but I d-0 not see a member 
of the Committee on Foreign Affairs here, and I think it ought 
to be brought up when some member of the committee is 
present 

Mr. LAGUARDIA. A parliamentary inquiry, Mr. Speaker. 
The SPE...lliER. The gentleman will state it. 
Mr. LAGUARDIA. Even though a member of the Committee 

on Foreign Affairs were present, an objection to the bill would 
not avail on the privileged motion of the gentleman from New 
York to discharge the committee and pass the resolution. 

Mr. LONGWORTH. I do not know whether it is privileged 
or not and I reserve a point of order. 

:Mr. BOYL.AN. Under the rule this is a resolution of in­
quiry, simply calling for information, and does- not call for any 
action on the part of the committee other than to furnish the 
House with the information. 
~he SP~R. . The Chair does not see at first blush why 

it IS not privileged. The usual practice is, when a Mem­
ber intends to bring up a resolution of this kind, to inform 
the chairman of the committee that he is going to do it. 

l\1r. LONGWORTH. If it is privileged, and I have not had 
the opportunity to examine it, the gentleman from New York 
can call it up any time to-day. 

Mr. BOYLAN. That would be satisfactory to me. 
Mr. CRAMTON. I would not want it to be taken for 

grant~d that it is privileged. 
The SPEAKER. The gentleman from Michigan reserves a 

point of order. · 

Mr. CHINDBLOM. Since the gentleman from New York 
did not make a unanimous-consent request I witlldraw my 
reservation of th~ objection. ' 

CONFERENCE WORT ON llIMIGRA.TION BILL 

. Mr. JOHNSON of Washington. Mr. Speaker, I ask nna.n· 
rmous consent that I may have until n o'clock p. m. to-night 
to file the conference report and a report of the managers on 
the part of the House on the immigration bill, H. R. 7995. 
~ SPEJA.KER. The gentleman from Washington asks 

unanrmous consent that he may have until 11 o'Clock to-night to 
file a report of the managers of the conference on the- im­
migration bill. Is there objection? · 

Mr. ~0~1NALLY of Texas. Reserving the right to object, I 
would like to ask the. gentleman, rs tills file fast report; I1ave 
the conferees had their last seance with the President on this 
subject? 

Mr. JOID"SO'N of Washington. I hope so and I hope that 
we have a good report to make. 

Mr. SABA.TH. Reserving the right to object, what is the 
gentleman's request? 

The SPEAKER. That he have until· 11 o'clock to-night to 
file a report of the managers on the immigration bill. 
. ~Ir._.SAB.ATH. Not having agreed to th~ conference report, 
IS It necessary for me f:? reserTe all points ot orde1·, or will it 
suffice when the report is called up fo1· me to reserve points of 
order? 
. The SPEAKER. That can be reserved until the proper:­

time. 
Mr .. SABATH. Having disagreed with the conferees, hav.e 

I. a right under the rule to file minority views or dissenting 
views? 
T~e · S~ElA.KER .. The Chair does not remember any dis­

senting views or mmority views on a conference report. 
Mr. ~AKER. 'Yill the gentleman from Illinois yield? We 

w~re given authority, were we not, by the chairman of the com­
mitt~e to file minority views on the subject? 

Ii.fr. SABATH. Yes; but that would not bind the House. 
The SPEAKER. The Chair is informed that it is without 

precedent to have minority views on a conference report. 
l\lr. SABA.TH. 1Ur. SpeakeT, I ask unanimous consent that 

I may extend my remarks in the B.EcolID on the conference 
report on the immigration bill. 

The SPEAKER. Is there objection to the request of the 
gentleman from Illinois? 

M:r. RAKER. Reserving the right tu object, it is understood 
that I may see the report before it is presented to the House? 

Mr. JOHNSON of Washington. Certainly. 
The SPEAKER. Is there objection to the request of the 

gentleman from Illinois [.Mr. 8..A.B.A.Tn]?. 
There was no objection. 
Mr. SABATH. Mr. Speaker, the conferees on the immio-ra­

tion bill, taking advantage of parliamentary t~elmicalities ~nd 
of previous rulings, have, without authority of the House delib­
erately embodied provisions, firstly, that have been reje~ted by 
the House~ secondly, that were not considered by the House· 
thirdly, that were not in conference; and fourthly, have ex: 
tended the time when the Japanese provision should a-o into 
effect provided for in the Senate as well as the Hou~e bill; 
namely, March 1, 1925. 

Though the report submitted on the- part of the managers of 
both Houses may be held not to be in violation of former ruL­
ings, to my mind it violates the spirit and intent ot the rules 
of the House. However, being desirous to familia.dz~ the Mem· 
bers of the House with at least the most important changes 
that have been agreed upon, I will not dwell whether the report 
is in order or not, but will briefly point out the differences 
between the bill as it passed the House a.nd the- report bef.ore 
us. In the first place, as to wha.t I eonsider important deviation 
from the House bill is the adoption. on the part of the managers 
ot the so-called Reed national-origin scheme adopted by the 
Senate, but which, when presented on the floor of the House 
during the consideration of the immigration bill, was defeated 
by a large majority. This, the natlonal-origin scheme-and 
that is the only way I can designate it-reads as follows: 

SEC. 11. {b) The annual quota of any nationality for the fiscal year 
beginning July 1, 1927, and for each year thereafter. shall be a num· 
ber which bears the same ratio to 150,000 as the number of inhabitants 
in continental United States in 1920 having- that national origin_ 
(ascertained as hereinafter provided in this s<>ction) bears to the num­
ber of' inhabitants· in continental Unite<l States in 192.0. but the · mini· 
mum quota of any nationalitJl shall be 100-~ 
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